
IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS
WATER RATES AND CHARGES FOR
UTILITY SERVICE BASED THEREON.

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1,755,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF TWO RECHARGE
WELL INFRASTRUCTURE
IMPROVEMENTS AND (2) TO
ENCUMBER ITS REAL PROPERTY AND
PLANT AS SECURITY FOR SUCH
INDEBTEDNESS.
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DOCKET NO. W-01427A-09-0120IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1,170,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF ONE 200 KW ROOF
MOUNTED SOLAR GENERATOR
INFRASTRUCTURE IMPROVEMENTS
AND (2) TO ENCUMBER ITS REAL
PROPERTY AND PLANT AS SECURITY
FOR SUCH INDEBTEDNESS.

NOTICE OF FILING REJOINDER
TESTIMONY

Litchfield Park Service Company ("LPSCO" or "the Company") hereby submits

this Notice of Filing Rejoinder Testimony in the above-referenced matter. Specifically

filed herewith are the Company's rejoinder testimonies, which include the following

testimonies, along with supporting schedules and/or attachments:

l. Rejoinder Testimony of Gregory S. Sorensen,

2. Rejoinder Testimony of Gerald Tremblay,

3. Rejoinder Testimony of Brian McBride,

4. Rejoinder Testimony of Thomas J. Bourassa (Rate Base), and

5. Rejoinder Testimony of Thomas J. Bourassa (Cost of Capital).

DATED this 29th day of December, 2009.

FENNEMORE CRAIG, P.C
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By 4
Jay L.
Todd C. Wiley
3003 North Central A enue
Suite 2600
Phoenix, Arizona 850l..4_/
Attorneys for Litchfield Park Service
Company
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ORIGINAL and nineteen (19) copies
of the foregoing were tiled
this 29th day o December, 2009, with:

Docket Control
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

COPY of the foregoing hand-delivered
this 29th day of December, 2009 to:

Dwight Nodes
Assistant Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Kevin Torrey, Esq.
Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Michelle Wood, Esq.
RUCO
1110 W. Washington St., Suite 220
Phoenix, Arizona 85007

COPY of the foregoing mailed
this 29th day of December, 2009 to:

Craig A. Marks, Esq.
Craig A. Marks, PLC
10645 N. Tatum Blvd., Suite200-676
Phoenix, AZ 85028
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William P. Sullivan, Esq.
Susan D. Goodwin, Esq.
Larry K. Udall, Esq.
Curtis, Goodwin, Sullivan, Udall & Schwab
501 E. Thomas Rd.
Phoenix, AZ 85012
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Martin A. Aronson
Robert J. Moon
Morrill & Aronson, PLC
One E. Camelback Rd., Suite 340
Phoenix, AZ 85012

Chad and Jessica Robinson
15629 W. Meadowbrook Ave.
Goodyear, Arizona 85395
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I .

Q.

INTRODUCTION AND PURPOSE OF TESTIMONY

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Greg Sorensen. My business address is 12725 W. Indian School Road,

Suite D-101, Avondale, AZ 85392.

Q- HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THE INSTANT

CASE?

Yes, my direct and rebuttal testimony were submitted in support of the initial

application and the rebuttal filing in this docket by Litchfield Park Service

Company ("LPSCO" or "Company").

Q- WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY?

To further support LPSCO's application for rate relief by responding to certain

aspects of the direct testimony of Utilities Division Staff ("StafF'), and the

interveners RUCO and the City of Litchfield Park (the "City") .

11.

Q-

REJOINDER TO RUCO

ARE YOU FAMILIAR WITH STAFF'S SURREBUTTAL FILING?

Generally, yes.
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Q- RUCO HAS NOW JOINED STAFF IN RECOMMENDING THAT RATE

CASE EXPENSE BE AMORTIZED OVER FIVE YEARS, NOT THREE.

DO YOU THINK IT WILL BE FIVE YEARS BETWEEN RATE CASES

FOR LPSCO?

No. LPSCO plans to submit rate cases more frequently than every five years, as

we intend to do with all of the Liberty Water utilities in Arizona. It's not that we

like rate cases, but investment need is constant and expenses almost invariably

increase over time. In order to attract the capital we need, our rates must

continually provide an opportunity to earn the authorized returns. In short, we will

not act like the prior owner and their history provides no basis for comparison.
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Staff and RUCO have already recognized the Algonquin approach to rate case in

three other rates cases where a 3-year amortization was accepted.

Q- Ms. ROWELL DOES NOT UNDERSTAND WHY YOU THINK A

RESPONSIBLE BUSINESS PERSON WOULD STOP USING EFFLUENT

IF THE PRICE INCREASES TO $1.50 PER THOUSAND WHEN POTABLE

WATER IS MUCH MORE EXPENSIVE. WOULD YOU LIKE TO HELP

ms. ROWELL TO UNDERSTAND YOUR TESTIMONY?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A. Yes, I will try again. It is not as simple as Ms. Rowels makes it out to be by

speaking of a "valuable product." Rather, it is a matter of quality and cost.

Effluent, even our A+ quality effluent produced by LPSCO, is inferior to the

groundwater in the area due to higher TDS (total resolved solids) in effluent water

than in the groundwater. This higher TDS damages the golf course turf with use

over an extended period of time. However, traditionally, the golf courses will use a

blend of groundwater (due to its high quality) and effluent (due to its low price) to

water their golf courses. RUCO's proposed effluent rate of $489/AF is way too

high. In fact, it is higher than our current highest tier for potable water. If

Ms. Rowell's recommendation is accepted, golf courses will lose the price

incentive to water with effluent. For them, it's a simple business proposition, the

lower quality is offset by the lower price. Take away the incentive, and they will

revert to their groundwater wells to the greatest extent possible. That behavior is

not one that this Company wishes to encourage, and we believe the Commission

would agree. It follows that the best effluent rate is the current "market rate" tariff

that the Company has, as it will allow the Company to adjust the price to market as

that market changes .

Ms. Rowell also ignored the fact that when her recommended price drives

down effluent demand, we will have to dispose of that effluent somehow. That

FENNEMORE CRAIG
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disposal may entail capital spending, which will again raise the rates for ratepayers.

In short, I implore RUCO to stop looking at only the short term rate impact and

start looking at a utility as something that requires big-picture decision-making.

And if RUCO can't see it, then I can only hope the Commission can or things will

only get worse when messes like McLain are commonplace.

Q- ARE YOU SAYING THAT EFFLUENT IS NOT A "VALUABLE

PRODUCT"?

Of course not. We should encourage re-use of this valuable product, but that does

not come as a result of grossly inflating the price of something so that residential

consumers can pay a little bit less each month, and in turn driving down the

demand for that "valuable product" resulting in increased disposal costs, at best.

Q- OKAY, LET'S FOCUS ON MR. ROWELL'S TESTIMONY RELATING TO

ALLEGED ENGINEERING DEFECTS AT THE PVWRF. ON PAGE 14 OF

HIS SURREBUTTAL, MR. ROWELL STILL SUGGESTS THAT YOUR

ORIGINAL DIRECT TESTIMONY ESTABLISHES DESIGN ERRORS IN

THE PVWRF AS ORIGINAL CONSTRUCTED IN 2003. HOW DO YOU

RESPOND?

I find this testimony baffling. I can only repeat what I  said in my rebuttal

testimony-I did not say there were any design errors at the PVWRF as originally

constructed in 2003. Not only did I not make any such statements, but there is

absolutely no proof or facts showing any design errors in the plant. Mr. Rowell is

simply fabricating an argument to support a massive reduction in rate base.
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Q- ON PAGE 15 OF HIS SURREBUTTAL, MR. ROWELL ALSO STATES

THAT "NEITHER MR. MCBRIDE NOR MR. SORENSEN DISCUSS

WHAT THE SOURCE OF THOSE OPERATIONAL CHALLENGES WAS.

IF THE OPERATIONAL CHALLENGES DID NOT RESULT FROM
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DESIGN AND CONSTRUCTION PROBLEMS WHAT DID THEY RESULT

FROM?" WHAT DID YOU MEAN BY OPERATIONAL CHALLENGES?

A. Once again, Mr. Rowell has ignored the clear language and meaning of the rebuttal

testimony provided by Brian McBride and myself. The operational challenges

presented at PVWRF were not the result of design errors or construction errors at

the plant as originally constructed. Nor were the 2007/2008 upgrades caused by

design or construction errors. Instead, as I stated in my rebuttal testimony, those

2007/2008 upgrades increased the plant's reliability and redundancy capabilities in

response to operational challenges at the plant. The 2007/2008 upgrades resolved

various operational challenges with the plant that had arisen after operations began

in 2002. Since 2002, the plant faced operational challenges relating to spills,

increased flows and increasing maintenance costs. We encountered various

operational issues that came to light after operation of the PVWRF for several

years. By the term operational issues, I was referring to undertaking plant

improvements to the plant in order to optimize operations and wastewater service

to customers.

Q- SO THE 2007/2008 UPGRADES TO THE PVWRF WERE NOT CAUSED

BY DESIGN ERRORS IN THE ORIGINAL PLANT?

A. That is correct. For the reasons stated above and in my rebuttal testimony.

Mr. Rowell's claims to the contrary are not supported by any facts.
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Q- ON PAGE 15 OF HIS SURREBUTTAL, MR. ROWELL CLAIMS THAT

YOU FAILED TO CLARIFY PLANT "ADDITIONS" FROM PLANT

"CONVERSIONS." MR. ROWELL ALSO SAYS "IT IS UNCLEAR WHY

PLANT ADDITIONS WERE NECESSARY." CAN YOU CLARIFY THOSE

ISSUES FOR MR. ROWELL?
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A. Sure, the answer is simple. We added to the plant in some cases by converting

certain portions of the plant. Specifically, in 2007 and 2008, we converted an

existing aerobic digestion tank to a third SBR tank and converted the anoxic tanks

to an equalization basin. Those 2007/2008 upgrades resolved various operational

challenges with the plant that had arisen since commissioning in 2002. Again,

those upgrades were necessary to make the plant run optimally and more efficiently

in terms of treatment, operations, reliability and redundancy capabilities for the

plant. Those conversions were a cost-effective way to make the plant operate more

reliably and more efficiently, serving existing ratepayers.

Q- DOES THAT LAST TESTIMONY MEAN THAT MR. ROWELL'S

SUGGESTION ON PAGE 16 OF HIS SURREBUTTAL THAT THE

2007/2008 UPGRADES WERE UNDERTAKEN TO "INCREASE THE

PLANT CAPACITY BY 1.0 MILLION GALLONS PER DAY" IS IN

ERROR?

A. Yes. Once again, Mr. Rowell is taking limited statements out of context. The

undisputed fact is that the 2007/2008 upgrades did not increase the capacity of the

PVWRF. The rated treatment capacity of the plant, before and after the upgrades is

4.1 mud. Mr. Rowell and RUCO simply don't understand what was done at the

plant. For the PVWRF, LPSCO added a third SBR reactor, which increased the

plant's redundant SBR tank capacity for use during peak flows and maintenance of

the two main SBR reactors. We added that SBR tank capacity to increase

operational reliability and redundancies, not to increase the overall treatment

capacity of the PVWRF.

Q-
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BUT WHAT ABOUT MR. ROWELL'S TESTIMONY ON PAGES 15-16 OF

HIS SURREBUTTAL THAT "LPSCO'S CONTENTION THAT THE

PVWRF NOT NEED ANY UPGRADES AS A RESULT OFDID
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INCREASED CAPACITY APPEARS TO CONFLICT WITH

MR. SORENSEN'S ASSERTION THAT INCREASED CUSTOMER

DEMAND WAS PARTIALLY RESPONSIBLE FOR THE NEEDED

UPGRADES." HOW DO YOU RESPOND TO THAT TESTIMONY?
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A. My response is easy-there isn't any conflict between those points. We did not

undertake the 2007-2008 upgrades to add increased treatment capacity. That

stands to reason since those 2007/2008 upgrades did not increase the plant's rated

treatment capacity. As noted above, we installed those upgrades to optimize the

plant's operations, reliability and redundancies. We undertook those upgrades to

address operational challenges that had arisen because of increased usage, changed

zoning requirements and other similar circumstances. Mr. Rowell also says that "it

is not clear to what extent the changed zoning requirements were responsible for

the operational challenges" at the PVWRF.

Again, as I stated in my rebuttal testimony, between the time that Algonquin

purchased LPSCO from the prior owner/developer and the time of the odor issue

and spills (June 2007), the load on the system greatly increased due to growth, and

residential and commercial development crept much closer to the plant, within 165

feet in fact. Because such development ended up closer to the plant, the odor

control requirements and customer demands for odor controls, reliability and

redundancy controls changed after PVWRF had been built. This concept is not

hard to understand--these changed conditions altered the operational paradigm for

the Company, and necessitated the 2007/2008 upgrades, which were done with the

approval of the Commissioners.
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111.

Q-

REJOINDER TO CITY OF LITCHFIELD PARK

HAVE YOU REVIEWED THE SURREBUTTAL TESTIMONY OF

RICHARD L. DARNALL?

Yes. Mr. Darnall's testimony addresses his cost of service study and the City's

proposed rate design. I will leave the more technical aspects of Mr. Darnall's

testimony to Mr. Bourassa to address in his rejoinder. As Mr. Bourassa notes, this

testimony and rate design is very inconsistent and complicated. But for my part, if

the City wants to be exempt from the conservation-oriented rates that the rest of

our customers will be subject to, there are things the Commission should consider.

Q- LIKE WHAT MR. SORENSEN?
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A. The City has over 120 accounts with LPSCO and, in aggregate, uses over

90 million gallons of water each year. The majority of this water is used for

irrigation of the City's parks and medians as the City is extremely green, and not in

the "conservation" sense of the word. There is grass everywhere, including the

medians, which also include citrus trees. This lush, green environment is beautiful

and makes Litchfield Park a beautiful place, but it also requires great quantities of

water in the middle of the desert. We understand the inverted tier rate design

generally is based on "the more you use the more you pay". This conservation

oriented rate design reflects the limited nature of water supplies in Arizona and

makes large users pay more because they use more of the precious resource. In

contrast, Mr. Darnall speaks at length about rates based on cost of service

conclusions, which is contrary to the Commission's preference for conservation

oriented rates. To the extent Mr. Darnall's rate design is intended to lower the

City's water rates at the expense of other users, the Commission should certainly

consider the nature of the City's water use.

FENNEMORE CRAIG
A PROFESSIONAL CORPORATe}\

PHOENIX

A.

7



Q- AS A CITY, SHOULDN'T IT BE ENTITLED TO A RATE THAT

REFLECTS ITS MUNICIPAL STATUS?

A. Ultimately that is up to the Commission because, as Mr. Darnall recognizes, the

rate design does not impact the revenue requirement. I am merely suggesting that

the Commission consider the nature of the City's water uses before it exempts it

from conservation based rates .

Q- DOESN'T THE CITY HAVE ACCESS TO NON-POTABLE WATER

SUPPLIES?

A. Currently, our effluent lines do not run by the City's parks, and the medians would

be extremely costly to pipe effluent to. However, we have provided some

preliminary costs of the City extending effluent piping to its parks and would be

willing to enter into a line extension agreement for this purpose.

Q- IS THE CITY LPSCO'S LARGEST WATER UTILITY CUSTOMER?

Yes, in our CC&N. On a total water purchased basis, the City is actually our

second largest customer. We actually sell more water to the City of Goodyear

("Goodyear"), at least for now, but Goodyear is not in our CC&N and it buys water

from LPSCO on a wholesale or bulk basis, if water is available, for resale to its

own retail water utility customers .

Q- WHAT IMPACT DO YOU BELIEVE ADOPTION OF TOO HIGH A RATE

FOR GOODYEAR WILL HAVE ON WATER PURCHASES BY

GOODYEAR?
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Goodyear looks at LPSCO as just another "well" in their water portfolio. This

"well" has a cost per thousand gallons. As long as the LPSCO "well" is the lowest

they will continue to get water from that well. If the price is raised,

they will choose to pump other wells at a lower cost. Our sales to Goodyear will

go away if rates are raised to the level proposed by the City. There is a

cost "well,"
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fundamental difference when selling bulk water, that is that the purchaser in this

case is not a captive audience, and has other water options. In fact, as all parties

are now including the revenues from Goodyear, adoption of the City's rate for

Goodyear could prevent the Company from having the opportunity to earn a fair

and reasonable return on its invested capital because as soon as the bulk water rate

is raised, the revenue from Goodyear becomes fictitious. This would immediately

necessitate another rate filing for LPSCO as we cannot instantly forgo over

$400,000 of revenue annually.

Q- AT PAGE 8 OF HIS SURREBUTTAL TESTIMONY, MR. DARNALL ALSO

SUGGESTS THAT HIS CLIENT COULD GET A LOWER RATE IF

LPSCO WOULD EITHER VOLUNTARILY ACCEPT DELAYED RATE

RELIEF OR FORGO A PORTION OF THE RETURN TO WHICH IT

WOULD OTHERWISE BE ENTITLED. WOULD YOU LIKE TO

RESPOND TO THIS TESTIMONY?

A. If Mr. Darnall can convince the unit holders in APIF that APIF should invest

capital in investments where the return is artificially reduced so that a city can

water its grass, more power to him. I like my job way too much to suggest that to

our investors •

Q- DO YOU AGREE WITH MR. DARNALL THAT THE COMMISSION

SHOULD CONSIDER THE CURRENT ECONOMIC CONDITIONS IN

SETTING LPSCO'S RATES?
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A. Yes, I do. But I also believe that through the course of this application, the

Commission will see that LPSCO has taken every care to reduce costs, eliminate

waste, and increase operational efficiencies in order to minimize the rate increase.

I would also like to point out that LPSCO also participates in the economy and is

not immune to the adverse impacts of an economic downturn, which further

9FENNEMORE CRAIG
APROFESSIONAL CokpoRAT1or

PHOENIX



emphasizes the need of a rate increase at this time. Additionally, Mr. Darnall must

appreciate that had LPSCO raised rates every 4 years instead of the instant 8 years,

all our customers would have been paying more money over those past four years.

Since we did not raise rates, our customers kept that money for themselves. I

understand Mr. Darnall sees this as "insensitive,"1 but we felt it important to finish

the work before wading into the treacherous water of a Commission rate case.

I would also note that as the economic outlook is much more favorable for

2010 and 2011 than it was in 2009. Nowhere, however, does Mr. Darnall

recommend an above-authorized return when economic conditions continue to

improve as expected.

Q. MR. DARNALL ALSO OBJECTS TO LPSCO'S PROPOSED MARKET

RATE FOR EFFLUENT AND INSTEAD RECOMMENDS THAT THE

COMMISSION APPROVE A RANGE OF ACCEPTABLE EFFLUENT

A.

RATES?

My opinion of this depends upon how wide the range is and how "high" the bottom

end of the range is. If the bottom end of the range is set too high, my arguments set

forth above to Ms. Rowell and RUCO apply, that effluent demand will go down

and will be replaced with groundwater. If the range is too narrow, it won't allow

the Company the flexibility to respond to market conditions for effluent over time.

Since there is no better evidence for what effluent can/will sell for post-test year

than what it sold for during the test year, I recommend using that figure as part of

the revenue requirement. And, I recommend keeping effluent as a market-based

rate. This provides the Company the flexibility to increase rates if it doesn't

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26 1 Surrebuttal Testimony of Richard L. Darnall at 8-9.
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negatively impact demand, and lower them if demand drops. This promotes reuse

first, and recharge/disposal second.

IV.

Q,

REJOINDER TO STAFF

ARE YOU FAMILIAR WITH STAFF'S SURREBUTTAL FILING?

Generally, yes.

Q. WHAT DOES THE COMPANY DO WITH CUSTOMER SECURITY

DEPOSITS?

A. Customer security deposits are received, per Commission rules, from new

customers or those who have "troubled" payment history. They are returned to

customers upon one year of good payment history, or termination of service, unless

the customer leaves an unpaid balance upon termination. Then, the deposit is

applied to the outstanding balance, with any remainder, with interest, refunded to

the former customer.

Q- SO How DO CUSTOMER DEPOSITS SUPPORT THE COMPANY'S

INVESTMENT IN RATE BASE?

They don't. Mr. Michlik is wrong.2 There is no offsetting asset or amount in rate

base. These are not like meter deposits, where the customer has deposited money

with the utility in order for the utility to purchase and install a meter for a new

customer service. In that instance, the deposit is properly treated as a reduction of

rate base as the deposit funds are used to purchase a tangible asset, a meter, which

goes into the utility's rate base.

Q- MR. MICHLIK AGREES THAT COSTS RELATED TO THE SUPERFUND

SITE NEAR LPSCO'S WELLS ARE REASONABLE BUT
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NEVERTHELESS RECOMMENDS DISALLOWANCE. WILL LPSCO

CONTINUE TO INCUR THESE COSTS IF THEY ARE DISALLOWED?

A. No, we are not going to spend money for the direct benefit of our ratepayers,

expenses no one deems unreasonable, and then be denied recovery.3 We are, after-

all, still a for profit business, and Mr. Michlik's disallowance would further

undermine our opportunity to earn a fair and reasonable return if we keep incuring

the costs.

Q- DOESN'T LPSCO NEED TO CONTINUE TO INCUR THESE TESTING

COSTS TO PROTECT ITS RATEPAYERS AND THE LEGAL COSTS TO

PROTECT ITS INTERESTS IN THE SUPERFUND MATTER?

We think so, and we also thought that was the whole point of the accounting order

the Commission approved in Decision No. 69912 (September 27, 2007). But if the

Commission now disallows these costs, then it will be telling us not to incur them,

and we won't. A finding that costs are reasonable but not recoverable is of no

value to LPSCO.

Q. BUT ISN'T MR. MICHLIK SAYING THAT RECOVERY CAN BE

ADDRESSED IN THE FUTURE, PERHAPS AFTER THE PLUME

REACHES YOUR WATER SUPPLIES AND YOU SUE THE

RESPONSIBLE PARTY?

Apparently, yes.4 But what if these things never happen? We certainly hope

neither has to happen as there is a lot of uncertainty. For now, the responsible

party and the EPA are aware of our interests and the potential harm to our water

supplies and we are taking steps Mr. Michlik agrees are reasonable. The time for
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3 See Surrebuttal Testimony of Jeffery M. Michlik for Water Division ("Michlik W Sb.") at 6-7.

4 Michiik W Sb. at 7:7-14.
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recovery of the costs incurred to date is now, as contemplated in the accounting

order. Then, in a future rate case, we can address future costs.

Q- STAFF ALSO MAKES AN ADJUSTMENT IN SURREBUTTAL TO

REMOVE WHAT STAFF CALLS "BONUSES." DO YOU AGREE WITH

THIS ADJUSTMENT?

A. No, it appears that Mr. Michlik is now adopting another of Ms. Brown's

adjustments from the BMSC rate case. Bonuses are just part of total compensation

paid to all levels of employees, from operators to executives. These are not "AIG-

type" bonuses. An Operations Supervisor could either be paid $65,000 in salary, or

$62,000 in base wages and an opportunity for $3,000 in "bonus" or pay at risk.

This $3,000 is withheld from base pay and paid if the employee meets certain

targets, including safety, environmental stewardship, customer service, and

financial metrics. The "bonuses" are used to ensure our employees are paid market

rates. Without them, they would be below market and leave, increasing turnover

and providing a reduced level of company performance and customer service.

These "bonuses" are paid to our employees. It does not provide any more

opportunity for the Company to over-eam by later "cutting bonuses" than it does if

the Company uses furloughs or across the board wage cuts after a rate case test

year, none of which has this Company done or, to my knowledge, intends to do.

v. UPDATE REGARDING
CONSTRUCTION

WESTCOR/GLOBE ADVANCE IN AID OF

Q. MR. SORENSEN, IN YOUR REBUTTAL TESTIMONY YOU STATED

THAT LPSCO WAS IN THE PROCESS OF GIVING THE MONEY BACK

TO WESTCOR/GLOBE. CAN YOU PLEASE PROVIDE AN UPDATE?
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A. Yes. Over the last few weeks, we worked with Westcor/Globe and entered into a

modification of our settlement agreement. In essence, we have agreed to refund
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that Phase II Capacity Payment to Westcor/Globe by placing the money in escrow

for the benefit of the developers. The parties are in the process of transfening

Westcor/Globe's $4.8 million advance into the escrow, which should be done in

the next day or two.

Q- WHEN WILL THE MONEY BE WITHDRAWN FROM THE ESCROW?

A. When LPSCO commences activities and/or work that will allow it to provide the

Phase II Capacity to Westcor/Globe.

Q. WHO IS THE BENEFICIARY OF THE ESCROW?

A. Westcor/Globe are the beneficiaries of the escrow. A copy of the Amendment to

Settlement Agreement is attached to my rejoinder testimony as exhibit GS-RJ1 .

Q- DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY?
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A. Yes.
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AMENDMENT TO SETTLEMENT AGREEMENT

This Amendment to Settlement Agreement (the "Agreement") is dated December _,
2009, and is by and between Westcor/Goodyear LLC ("Westcor"), Globe Land Investors, L.L.C.
("Globe"), and Litchfield Park Service Company ("Utility"). Westcor, Globe, and Utility may be
referred to collectively as "the Parties" or individually as a "Party." Westcor and Globe may be
referred to collectively as "Developers" This Amendment amends the September 12, 2008,
Settlement Agreement as follows. All other terms and conditions of the September 12, 2008
Settlement Agreement shall remain in full force and effect, except as otherwise noted in this
Amendment.

Recital J

Delete last sentence of Recital J and replace with "A copy of the MOA is incorporated as
Exhibit A to this Settlement Agreement."

New Recitals K.L and M

Add the following new recitals after Recital J:

K. The Parties submitted this Settlement Agreement to the Commission for approval
in part. On October 23,2008, the Commission issued Decision No. 70563, which
ordered in part that

Section 4 of the Settlement Agreement including the agreed capacity
price to be paid by the Developers, the Developer financing terms, and the
allocation of funding between the Developers and LPSCO for wastewater
facilities to serve Phase ll of the Estrella Falls project (as set forth in sub~
sections 4.i through 4.4 of the Settlement Agreement), are hereby
approved as a fair and reasonable allocation of responsibility between the
Developers and LPSCO for funding the cost of the additional wastewater
treatment capacity needed for LPSCO to serve Phase II of the Estrella
Falls project,

L. Developers have commenced development of the Market at Estrella Falls
shopping center which will require Phase 1 capacity as well as a portion of the
Phase II Capacity at build out. Developers intend to develop the balance of the
Market at Estrella Falls shopping center as well as other projects within Phase II
of Estrella Falls as economic conditions warrant.

M On November 3, 2008, Developers tendered the Phase II Capacity Payment to
Utility in the amount of $4,844,623 (the "Phase II Capacity Payment"). The
Parties now believe that it was premature to tender that payment at that time and
that escrowing the Phase II Capacity Payment is now appropriate. Accordingly
Utility will refund that Phase II Capacity Payment to Developers by placing the
Phase ll Capacity Payment plus agreed upon interest in escrow for the benefit of
Developers. To accomplish this refund and provide for the escrow, the Parties
desire to amend this Settlement Agreement.



Article 4

in Article 4, delete sections 4.3 and 4.4 and replace with the following sections.

4.3 On November 3, 2008, Developers tendered the Phase II Capacity Payment to
Utility in the amount of $4,844,623 (the "Phase 11 Capacity Payment"). The
Parties now believe that it was premature to tender that payment at that time and
that escrowing the Phase II Capacity Payment is now appropriate. Accordingly
Utility will refund that Phase 11 Capacity Payment to Developers by placing the
Phase II Capacity Payment in escrow for the benefit of Developers pursuant to the
terms of this Amendment.

4.4 Developers' Phase II Capacity Payment is the full amount that Developers are
obligated to pay for 558,780 gallons per day of Phase II Capacity, regardless of
when construction of Phase II of Estrella Falls-including the regional mall-
begins, or any changes ordered by the Commission to Utility's hook-up fees,
except as otherwise provided in Article 5 below. Further, this provision does not
l imi t  Developers' payment obl igat ions under any and al l  l ine extension
agreements executed between the parties for Phase II projects in accordance with
Article 9 of this Agreement. Finally, unless Developers have exercised their
rights under § 4.7, below, Uti l i ty remains obligated to timely construct or
otherwise supply Phase ll Capacity for l Phase II projects, including the regional
mall.

4.5 Escrow shall  be deemed opened when one ful ly executed original of  this
Amendment and a copy of the September 12, 2008, Settlement Agreement,
together with the Phase II Capacity Payment in the amount of $4,844,623, and
agreed upon interest of $50,000 have been delivered to Escrow Agent, identified
as follows:

Jeffrey Kassels
Vice President
Wells Fargo Bank, NA
Corporate Municipal & Escrow Solutions , MAC S4Iol-22E
100 West Washington St., 22nd Floor
Phoenix, AZ 85003
Phone: 602-378-2305
Fax: 602-378-2333
F-Mail: jeffrey.b.kassels@weilsfargo.com

Any interest earned on the Escrow Funds, including the agreed upon interest of
$50,000 shall accrue in the Escrow account and shall be disbursed to the party
withdrawing the Escrow funds in accordance with the terms of this Article 4,
including Utility's rights under § 4.6 and Developers' rights under § 4.7. All
Escrow fees shall be paid by Utility. This Article 4 also shall operate as escrow



instructions to Escrow Agent from Developers and Utility unless otherwise agreed
by the Parties in writing.

4.6 Utility shall be entitled from time to time to withdraw all or any amounts of the
Phase II Capacity Payment Escrow funds upon delivery to the Escrow Agent,
with a courtesy copy to Developers, of a written certificate executed by an officer
fUtility confirming that (a) Utility has commenced activities and/or work that

wi l l  al low Uti l i ty to prov ide the 558,780 gal lons of  wastewater treatment
capacity for Phase II of Estrella Falls pursuant to the Settlement Agreement, or (b)
Utility has secured Phase II Capacity by purchase or lease of equivalent capacity
ham another entity instead of constructing such capacity. Upon Utility's delivery
of such written certif ication and payment direction to Escrow Agent, Escrow
Agent shall immediately release and pay to Utility that portion of the Phase ll
Capacity Payment requested from Escrow in the amounts and as directed by
.Utility. If Utility has delivered a written certificate to Escrow Agent under this
paragraph for all or any amount of the Phase II Capacity Payment Escrow Funds,
then Developer will not have any rights under §4.7 below.

4_7 If Utility has not previously delivered a written certificate to the Escrow Agent
under § 4.6, above, then, on or after December 1, 2010, Developers may void the
Settlement Agreement by providing written notice of this election to Utility, with
a copy to Escrow Agent. Upon receipt of this notice, Escrow Agent shall
immediately release the Phase II Capacity Payment Escrow funds to Developers.
Upon delivery of the written notice by Developers to Utility, Escrow Agent shall
immediately release the Phase II Capacity Payment Escrow funds to Developers.
in the event Developers exercise their rights under this provision to withdraw the
Phase II Capacity Escrow funds, the Parties hereby understand and agree that the
Settlement Agreement will be nullified and voided, the Settlement Agreement
shall not have any further force and effect and Developers, and Utility and
Developers shall not have any further rights against or obligations to one another,
except as may be provided in the Development Agreements, Utility's tariffs, and
as otherwise required by law.

4.8 Attached to this Agreement as Exhibit G is the Escrow Agreement. In the event
of a conflict between the terms of the Settlement Agreement and the terms of the
Escrow Agreement, the terms of the Settlement Agreement take precedence.

Article 6

Delete text of Article 6.

Article 10

Delete text of Article 10 and replace with :

Effective Date. The effective date at this Agreement is October 28, 2008.

i



Executed by the Parties as of December , 2009.

Litchfield Park Service Company,
an Arizona corporation

Robert Dodd's
Its President

Westcor/Goodyear, L.L.C.,an Arizona limited liability
company

By: the Westcor Company II Limited Partnership, an
Arizona limited partnership, its managing member

By: Macerich TWC II Corp., a Delaware
corporation, its general partner

Charles McPhee, Sr
Its Senior Vice President

GlobeLand Investors,L.L.C., a Delaware limited liability company

the Globe Corporation,an Illinois Corporation, its managing member

By:

By:

By:

By:

George Getz
Its President
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Executed by the Parties as of December 4 2009.

Litchfield Park Service Company,
an Arizona corporation

I

By:
2Robert Dodos

Its President

Westcor/Goodyear, L.L.C., an Arizona limited liability
company I

By: the Westcor Company II Limited Partnership, an
Arizona limited partnership, its managing member

By: Macerich TWC II Corp., a Delaware
corporation, its general partner

Ra .L 1/In
Charles Mckee, Sr

Its Senior Vice President
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Globe Land Investors, L.L.C., a Delaware limited liability company

By: the Globe Corporation, an Illinois Corporation, its managing member

By:

By:
George Glitz
Its President



Executed by the Parties as of December q 2009.

Litchfield Park Service Company,
an Arizona corporation

By:
Robert Dodds
Its President

Westcor/Goodyear, L.L.C., an Arizona limited liability
company

By: the Westcor Company II Limited Partnership, an
Arizona limited partnership, its managing member

By: Macerich TWC II Corp., a Delaware
corporation, its general partner

By:
Charles McPhee, Sr
Its Senior Vice President

Globe Land Investors, L.L.C., a Delaware limited liability company

By: the; Globe Corporation, an Illinois Corporation, its managing member

By: /.1
George Get
Its President
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IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES TN ITS
WATER RATES AND CHARGES FOR
UTILITY SERVICE BASED THEREON.

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1 ,755,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF TWO RECHARGE
WELL INFRASTRUCTURE
IMPROVEMENTS AND (2) To
ENCUMBER ITS REAL PROPERTY AND
PLANT AS SECURITY FOR SUCH
INDEBTEDNESS.

1 FENNEMORE CRAIG, P.C.
Jay L. Shapiro (No. 014650)

2 Todd C. Wiley (No. No. 015358)
3003 N. Central Ave.
Suite 2600
Phoenix, Arizona 85012
Attorneys for Litchfield Park Service Company
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IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1,170,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF ONE 200 KW ROOF
MOUNTED SOLAR GENERATOR
INFRASTRUCTURE IMPROVEMENTS
AND (2) TO ENCUMBER ITS REAL
PROPERTY AND PLANT AS SECURITY
FOR SUCH INDEBTEDNESS.
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1.

Q.

INTRODUCTION AND QUALIFICATIONS

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A. My name is Gerald Tremblay. My business address is 2485 Bristol Circle,

Oakville, Ontario L6A7H7.

Q- ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

A. I am providing this rejoinder testimony on behalf of Litchfield Park Service

Company ("LPSCO" or "Company").

Q- DID YOU PREVIOUSLY PROVIDE TESTIMONY ON BEHALF OF THE

COMPANY IN THIS CASE?

No.

Q. BY wHom ARE YOU EMPLOYED AND IN WHAT CAPACITY?

A. Currently, I am employed by Algonquin Power Trust as the Director of Finance.

As of January 1, 2010, I will be employed by Liberty Water Canada.

Q, PLEASE SUMMARIZE YOUR WORK RESPONSIBILITIES?

A. I have overall accountability for the financial operations of Liberty Water,

including the Accounting and Finance departments. I oversee financial planning,

budgeting, and reporting for Liberty Water. As part of these duties, I oversee the

cost allocation methodologies between the parent company and LPSCO.

Q, WHAT IS YOUR EDUCATIONAL AND EMPLOYMENT EXPERIENCE?
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A. I earned a bachelor's degree in Social Science with an honors degree in economics

from the University of Ottawa in 1991. In 1999, I obtained a Certified General

Accountant designation, a Canadian designation similar to a Certified Public

Accountant in the US. I worked 8 years at Shoppers Drug Mart, a Maj or Canadian

retail outlet drug store chain as a store accountant, retail accountant, and a systems

coordinator. I have worked for Algonquin Power for the last 10 years, 8 years as

controller for the Power Generation business Unit and for the last 2 years as
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Director of Finance for Liberty Water.

Q- DO YOU HAVE ANY SPECIALIZED TRAINING RELATED TO UTILITY

RATEMAKING?

Yes, Shave attended the NARUC ratemaking school.

11.

Q .

SUMMARY OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY?

A.
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The purpose of my rejoinder testimony is to provide a detailed explanation of

Liberty Water's affiliate cost allocation method in response to the surrebuttal

testimonies of Jeff Michlik on behalf of Commission Staff and Matt Rowell on

behalf of RUCO relating to Liberty Water's affiliate cost allocations to LPSCO .

Based on my review of Staff's and RUCO's testimony, it appears that Staff

and RUCO do not filly understand our affiliate cost methodology and the benefits

provided to LPSCO and our other regulated utilities in Arizona through services

provided by Algonquin Power Trust ("APT") and Algonquin Water Services d/b/a

Liberty Water ("Liberty Water"). In this rejoinder testimony, I provide a detailed

explanation of the affiliate cost allocation methodology used by die regulated

utility affiliates of Liberty Water Company, Inc. ("LWC") including LPSCO,

Black Mountain Sewer Company, Gold Canyon Sewer Company, Rio Rico

Utilities, Bella Vista Water Company, Northern Sunrise Water Company, and

Southern Sunrise Water Company (collectively the "Regulated Utilities"). The

Regulated Utilities are wholly-owned subsidiaries of LWC, which is owned by

Algonquin Power Income Fund ("APIF"). We have prepared a detailed paper

entitled "Liberty Water Affiliate Cost Allocation Methodology," which is attached

to my testimony as That paper explains in detail all of the

affiliate cost allocations to the Regulated Utilities by Liberty Water and APT. This

document was previously disclosed in this case in response to data requests.

Exhibit GT-RJ11
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III. ALGONQUIN/LIBERTY WATER SHARED SERVICES MODEL
AFFILIATE COST ALLOCATION METHODOLOGY

AND

Q- PLEASE EXPLAIN APIF'S CORPORATE STRUCTURE AND BUSINESS

MODEL.

APIF's primary business is ownership of generating and infrastructure facilities

through investments in securities of subsidiaries. APIF owns a widely diversified

portfolio of 46 electric facilities and 17 water distribution and wastewater treatment

facilities in Canada and the United States. APIF also owns an electric facility that

was not active during the test year and is not expected to be active in the

foreseeable future. Finally, APIF has an operating interest in seven other facilities,

but does not own them.

Q- PLEASE SUMMARIZE THE SHARED SERVICES MODEL AND THE

RELATIONSHIP BETWEEN LPSCO, LIBERTY WATER, AND

ALGONQUIN POWER TRUST

A.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

There are two main components to this shared services model. First, Liberty Water

provides the day to day operating costs associated with the operations of all its

utilities including our LPSCO facility. You could call these direct costs. These

costs include operations labor costs allocated directly based on timesheets,

customer service and finance wages allocated based on customer count, and other

administration costs related to the day to day operations of the facility allocated

based on a four-factor fionnula. APT provides the corporate

administration costs associated with the running of a publicly traded company to

support all of its power generation and infrastructure facilities (including utilities).

We could call them indirect costs. These costs include the rent for the central

office where all the staffing works, strategic planning costs, audit, tax services, unit

holder communication, trustee fees, and other costs. These costs are allocated to

Second,
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Liberty Water based on the number of utilities to total facilities and then further

allocated to each utility based on customer count.

Q- DOES APIF'S BUSINESS MODEL PROVIDE

REGULATED UTILITIES SUCH AS LPSCO?

BENEFITS TO

A. Yes. APIF is publicly traded on the Toronto Stock Exchange. APIF's structure as

a publicly traded income fund provides substantial benefits to its Regulated

Utilities through access to capital markets, strategic management, professional

administrative staff, strong corporate governance and financial controls. The very

nature of APIF requires the utilities to be run prudently with a keen eye on cost

control in order to ensure that costs are justifiable to regulators and in turn, APIF's

unit holders am returns on their invested capital.

Q- WHO ARE APIF'S UNIT HOLDERS?

A. Algonquin Power & Utilities Corp shareholders are both institutional and retail

investors. Approximately 20% of Algonquin's shares are held by institutions, and

are included as part of various pension funds, mutual funds, and monthly dividend

and income funds, all of which appeal to long term investors looking to invest for

savings and retirement purposes. Approximately 80% of Algonquin's shares are

held directly by retail investors (individuals) who look for a stable, sustainable

level of income in the form of dividend payments. Approximately 30% of

Algonquin's shares are held by investors in the United States.
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Q- THANK you, MR. TREMBLAY. CONTINUING NOW WITH YOUR

DISCUSSION OF THE SHARED SERVICES MODEL, WHAT SPECIFIC

SERVICES ARE PROVIDED TO THE REGULATED UTILITIES BY

LIBERTY WATER?

LPSCO and the other Regulated Utilities in Arizona do not operate as stand-alone

utilities. As I testified above, LPSCO is operated by Algonquin Water Services,
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which operates under the name Liberty Water, along with six other regulated

Arizona water and sewer utilities, and eleven regulated water and sewer providers

located in Texas, Missouri and Illinois. Liberty Water provides all of the day-to-

day administration and operations personnel for these regulated utilities.

Q- HOW ARE COSTS INCURRED BY LIBERTY WATER ALLOCATED TO

LPSCO?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

All operations and engineering labor is directly charged by Liberty Water to

LPSCO and the other separate Regulated Utilities operated by Liberty Water.

Liberty Water charges those labor rates at cost, which is the dollar hourly rate per

employee as recorded in Liberty Water's job costing system, grossed up by 35%

for burdens such as payroll taxes, health benefits, retirement plans, and other

insurance provided to employees. Engineering technical labor, which is mostly

capitalized, is charged on the same basis, plus an allocation of 10% for Liberty

Water's corporate overheads such as rent, materials/supplies, etc. Liberty Water

has its own offices, separate from the offices where I work in Oakville, Ontario.

Other necessary services provided by Liberty Water for the Regulated

Utilities cannot be directly charged to LPSCO and the other Regulated Utilities.

Labor for health and safety, accounting, billing and customer service, human

resources, and corporate finance cannot be directly allocated using timesheets due

to the nature of the costs. It simply isn't practical to keep track of time for

employees that serve multiple utilities in small time increments during the course

of a work-day. A shared call center is the perfect example. A customer service

representative at Liberty Water's call center will field calls from customers of

LPSCO, Black Mountain and Bella Vista in southern Arizona and the three other

states. This work directly benefits all of the Regulated Utilities, so the costs need

to be allocated to all of them. These costs are allocated based on the relative
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customer counts of all of the Regulated Utilities. Using customer counts allows

Liberty Water to allocate those costs to an individual utility, such as LPSCO,based

on the relative burden of that utility relating to those services .

Overhead costs, like rent, insurance, administration costs, depreciation of

office furniture and computers, also cannot be directly attributed to specific

utilities. These costs are allocated to LPSCO and its affiliates by use of a "four

factor" methodology that considers relative size through four weighted factors -

total plant, total customers, expenses and labor. I understand that this type of four-

factor methodology has been utilized by other Arizona utilities, including

Chaparral City Water Company and Global Water. All of the costs charged by

Liberty Water and allocated to LPSCO are based on actual costs, either directly

charged or through the allocations described above.

Q, HOW ARE OPERATIONS AND ENGINEERING LABOR COSTS

ALLOCATED BY LIBERTY WATER?

Those costs are billed directly to the Regulated Utility that required the labor, as

documented by time sheets. Appendix 2 is an example time

sheet used by Liberty Water. Those direct charges are principally direct labor,

including operations and engineering. For example, the costs for a plant operator

working solely for LPSCO will be directly allocated to LPSCO without any further

allocation necessary. Liberty Water directly charges LPSCO at cost.

of Exhibit GT-RJ1

Q- OKAY. WHAT ABOUT ACCOUNTING, BILLING AND CUSTOMER

SERVICE LABOR COSTS INCURRED BY LIBERTY WATER?
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A. Liberty Water also incurs labor costs for accounting, billing, and customer service,

human resources, health and safety, and corporate finance, which are necessary for

LPSCO to provide adequate and reliable water and wastewater service to

customers. Those costs, however, cannot be allocated to each Regulated Utility
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using time sheets due to the nature of the costs. It is not practical to keep track of

time for employees that serve multiple utilities during the course of a work day.

For example, an accounting analyst may analyze the financial performance of all

Regulated Utilities at the same time. Her accounting work benefits all such

Regulated Utilities, so her services and costs would be allocated to all Regulated

Utilities. Likewise, a customer service representative at Liberty Water's call center

will field calls from customers of all Regulated Utilities during a work day. Again,

his work directly benefits all such Utilities and his costs should be allocated to all

Regulated Utilities. The key metric driver for this cost allocation was determined

to be the customer count. Management believes that most of the customer service

and finance functions are driven by the number of customers for each utility.

Q. FINALLY, HOW DOES LIBERTY WATER ALLOCATE ITS OVERHEAD

COSTS TO LPSCO?
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Costs incurred by Liberty Water for rent, administrative costs, depreciation of

office furniture, depreciation of computers, and other labor cannot be directly

attributed to a specific Regulated Utility. As such, those overhead and

administrative Costs are allocated to the Regulated Utilities by use of the "four

factor" methodology. Other costs in this category include insurance, janitorial

services and other general non-payroll costs.

The "four factor" methodology allocates costs by relative size of the

utilities. The methodology used by Liberty Water involves (1) Rate Base, (2) Total

Customers, (3) Non-Labor Expenses and (4) Labor as allocating factors, with each

factor assigned a specific weight. Liberty Water developed and utilized this

methodology, including all 17 of its utilities, to better allocate costs, recognizing

that larger utilities require more time and management attention and incur greater

costs than smaller ones.
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Q. DO LPSCO AND ITS CUSTOMERS BENEFIT FROM THE SERVICES

PROVIDED BY LIBERTY WATER?

Yes, in several ways. To start, customers of Liberty Water receive significant

benefits from this cost allocation model, including lower costs incurred by the

Regulated Utilities for services that are essential and necessary to the provision of

high quality water and wastewater utility service. The benefits of this type of

shared service model include savings on labor costs by resource sharing. Since

most Liberty Water employees are not dedicated to a specific utility, the utilities do

not need to hire their own dedicated staff, thus resulting in significant cost savings.

Likewise, the four factor allocations allow for utilities to be charged by

relative resources and management attention required to operate them. This means

customers of smaller utilities do not subsidize costs of larger utilities. Essentially,

this allocation methodology allows costs to be allocated based on the relative

burdens and costs incurred by individual utilities. Further, because it's scalable,

the shared services model allows for increased growth with less than proportional

cost increases, meaning the Regulated Utilities can grow without incuring a

proportionate or prohibitive increase in the cost of service.

Q- WHAT SERVICES ARE PROVIDED TO THE REGULATED UTILITIES

BY APT?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A. APT is the affiliate that provides financial, strategic management, compliance,

administrative and support services to the Regulated Utilities operated by Liberty

Water. The costs incurred are corporate administrative costs, they are not labor

costs. As such, these are indirect costs incurred by APT as necessary to run a

company that is part of an Income Fund. APIF then allocates a share of the costs

incurred by its operating arm APT in providing necessary and required services to

the Regulated Utilities. The head office of APT is located in Oakville, Ontario,
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Canada and provides administrative, technical and management support, regulatory

compliance, and oversight of strategic direction, including approvals of budgets

and ensuring a st rict  level of corporate governance for LPSCO and all of the

u t ilit ies  o pera t ed  by Liber t y Wat er . APT 's  execu t ive  management  and

administ ra t ive  suppo r t  includes account ing and finance,  human resources,

employee benefits, regulatory and information systems services.

Q- DOES APT CONDUCT ANY OTHER BUSINESS?

No. APT exists solely for the benefit of the utilities and other facilities APIF owns.

APT does not have any business, other than to provide administrative services to

the ut ilit ies and the other facilit ies.  If they did not  exist ,  APT and all of these

indirect corporate administrative costs would not exist.
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Q- BUT HOW DO THESE SERVICES PROVIDED BY APT BENEFIT LPSCO

AND THE OTHER REGULATED UTILITIES?

First, the services provided by APT are necessary to allow LPSCO and the other

Regulated Ut ilit ies to  have access to  capital markets for capital projects and

operations. Absent  consistent  access to  capital,  LPSCO would not  be able to

provide a high level of service at  the lowest  cost . In addit ion, LPSCO receives

benefits by having strategic direction, corporate governance, financial controls, and

an audit done at the Income Fund level which reduces the audit requirements upon

LPSCO. All of these costs ensure that the Income Fund has a long term strategic

direction and remains healthy. This definitely benefits LPSCO's long term health

for a fraction of the price. Many small privately run utilit ies may not have all of

these costs, but history has demonstrated that without these strategic corporate

administrative costs and costs associated with raising capital, the long term well

being of the utility is compromised. We and the Commission know too well the

real cost of under-capitalized, under-operated stand-alone utilities.
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Q- BUT MR. TREMBLAY, LPSCO IS NOT PUBLICLY TRADED, SO WHY

DOES IT NEED THESE SERVICES?

For the reason I just mentioned. LPSCO is a healthy utility when viewed on a

stand-alone basis because it is part of the Algonquin/Liberty Water shared services

model. The same is now true of Black Mountain, Gold Canyon, and we hope soon,

the former McLain water companies. While none of these entities is publicly

traded, they are part of a structure and model that includes a publicly traded entity

at the top. This model works, ratepayers get the service they need and, at least n

theory, the investors get a return.

It cannot be understated how the Regulated Utilities benefit from strategic

direction on long term capital and operational needs and requirements. This type

of strategic planning allows for the parent to enable LPSCO to plan for future long

tern capital needs. All of these costs relate to the promotion of long tern health of

the entire organization and that is a definite benefit for LPSCO and its ratepayers.

Besides, whether LPSCO is publicly traded or not, it should have proper corporate

governance. Good business requires good governance, financial planning, strategic

management, audits, tax services etc. It promotes a healthy company with long

term objectives and easier access to capital. If LPSCO was not part of a larger

corporation, it should have a board of directors to oversee management with a long

term strategic focus. Smaller utilities that are not part of a larger corporation

usually do not have good corporate governance. Again, back to the McLain

systems. They had poor corporate governance and lacked a long term strategy

resulting in inadequate storage and an unreliable distribution system. This is one of

the reasons the lender for LPSCO requires an audit for this specific purpose. They

wish to ensure that their investment remains sound via an audit, which not only

ensures financial rigor, but also ensures that operations are conducted with a keen
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eye to reducing risks. In other words, LPSCO being part of a publicly traded

company that shares these costs among many facilities reaps the benefits of these

services but at a fraction of the price.

Q- PLEASE PROVIDE FURTHER DETAIL ON COSTS INCURRED BY APT.

A. As I testified above, there are no direct labor costs included in the corporate

administration "Central Office Cost" allocation from APT.

include professional services like third-party legal services, accounting services,

tax planning and filings, management and trustee (board of director) fees, and

required auditing that are done for the benefit of all of the Liberty Water Regulated

Utilities, including LPSCO. Other corporate administrative costs include costs for

licenses, fees and permits, information technology/systems, payroll, and HRIS

maintenance contracts, as well as the rent and depreciation of office furniture and

equipment and computers in the central office in Oakville, Ontario.

Instead, these costs

Q- HOW ARE THE COSTS INCURRED BY APT ALLOCATED TO LPSCO?
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Fees for these services are allocated to the Regulated Utilities using generally

accepted allocation principles, which are accepted by the audit firm used by

Algonquin. These services are routine and recuning in nature and perfonned on a

regular basis in normal business for Liberty Water and its Regulated Utilities .

These indirect administration Central Office Costs are allocated to LPSCO

in two phases. The first phase involves allocating these costs to each of the

facilities, both regulated and unregulated, owned by APIF. That initial allocation is

made based on relative size. Specifically, APIF owns and operates 63 total entities,

17 of which are the Regulated Utilities operated by Liberty Water. In turn, 17 of

63 is 26.98%, which means 26.98 percent of the total Central Office Costs are

allocated to the Regulated Utilities operated by Liberty Water. The second phase is
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that Liberty Water allocates the Central Office Costs between LPSCO and the 16

other Regulated Utilities based on customer counts.

Q- WHY DOESN'T LIBERTY WATER ALLOCATE THESE COSTS ON A

DIRECT BASIS TO THE REGULATED UTILITIES?

Because there is no specifically identifiable driver. For example, costs such as

ERP system consultation, depreciation costs incurred on computer sewers and

office furniture, as well as the other costs charged from APT, benefit the whole

family of companies and cannot be directly charged to each utility on any

reasonable driver. These costs are procured collectively and incurred on behalf of

all of the assets owned and while there is a definite benefit to the Regulated

Utilities and their customers, directly charging these types of costs to the 63

separate operating assets would not be possible.

However, the cost allocation methodology ensures that the costs are

allocated as closely as possible to the originator of those costs. An entity such as

LPSCO with 33,000 water and sewer customers benefits more from these costs

than BMSC with only 2,000 wastewater ratepayers. LPSCO's total of 33,105

customers is nearly half of Liberty Water's 17 Regulated Utilities' total of 68,783

water and wastewater customers, which means LPSCO is allocated 48.13%

(33,105/68,783) of the Central Office Cost pool. The fundamental principle of this

methodology is that LPSCO and the other Regulated Utilities should be charged for

all costs incurred by affiliates-both Liberty Water and APT--so that the

Regulated Utilities can provide a high level of safe and reliable water and

wastewater utility service to customers at the lowest possible cost for such service.
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Q- GIVEN ALL YOU HAVE DISCUSSED SO FAR IN THIS TESTIMONY,

MR. TREMBLAY, IS IT SAFE TO SAY THAT YOU DISAGREE WITH

BOTH STAFF AND RUCO THAT MOST, IF NOT ALL, OF THE
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SERVICES PROVIDED BY APT ARE FOR THE SOLE BENEFIT OF

APIF'S UNIT-HOLDERS OR INVESTORS?

A. I completely disagree. How can providing corporate strategic direction, and costs

associated with access to capital markets in a highly capital intensive industry not

benefit LPSCO?

efforts in Arizona the past decade. And it's immaterial that APIF does all this for a

profit. So what? So does LPSCO, Black Mtn., APS, Southwest Gas. That APIF is

in the business of making a profit is very healthy and, in fact, provides additional

incentive to tightly control these corporate costs, considering that approximately

73% are allocated to the non-regulated business. The bottom line, in our corporate

structure, a healthy "parent" means a healthy "child".

There is tremendous benefit, as seen from the success of our

Iv. REJOINDER TO STAFF AND RUCO ADJUSTMENTS TO CENTRAL
COST ALLOCATIONS.

A.

Q-

Rejoinder to Staff.

ON PAGE 10 OF HIS SURREBUTTAL (WATER)1, MR. MICHLIK

ASSERTS THAT "APIF IS AN UNREGULATED FOR-PROFIT BUSINESS

THAT INCURS COSTS PRIMARILY FOR THE BENEFIT OF ITS

SHAREHOLDERS." IS THAT AN ACCURATE STATEMENT OF APIF'S

BUSINESS MODEL?

A.
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No. As I've mentioned above, APIF would not incur these costs for its

shareholders. APIF would not exist and would not incur any costs if it did not own

any facilities. It has no other business than to operate the facilities it owns. While

the business structure of being a publicly traded company does drive a significant

portion of the Central Office costs, these costs are still incurred to the benefit of the

utilities it owns. Again, most of these costs are associated with good corporate

Staff" s position on the Central Cost Allocation is the same for water and wastewater.
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governance. These costs are to ensure that  the entire corporate family remains

viable for the long run.

In our view, this Commission should be encouraging larger companies to be

acquiring smaller ut ilit ies and consolidat ing operat ions under shared services

models like we have implemented in Arizona. In addit ion to  access to  capital,

something increasingly crit ical in down economies where the need for crit ical

infrastructure remains larger  co mpanies  pro vide  go o d co rpo rat e

governance, reducing the risk of smaller utility financial problems. There are no

McLain messes under a corporate structure like ours. But, this has a cost, as I have

testified to above, and as Mr. Bourassa and Mr. Sorensen have tried to explain in

their testimonies in this case and the recent BMSC rate case. However, under our

constant,

model, there is a shared cost/benefit.
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Q- EXCEPT THAT ON PAGE 10 OF HIS SURREBUTTAL (WATER),

MR. MICHLIK GOES ON TO CONCLUDE THAT "SINCE

SHAREHOLDERS SEEK A PROFIT AND THE APIF INCURS EXPENSES

(E.G., CENTRAL OFFICE COSTS) IN ORDER TO GENERATE THAT

PROFIT, IT IS OBVIOUS THAT THE CENTRAL OFFICE COSTS ARE

INCURRED PRIMARILY FOR THE BENEFIT OF THE SHAREHOLDERS

RATHER THAN FOR LPSCO AS THE COMPANY INDICATES." HOW

DO YOU RESPOND TO THAT TESTIMONY?

Perhaps Staff does not want to see the benefit because it wants to reduce costs to

ratepayers. Again though, the Central Office administration costs are incurred in

order to prudently operate the facilities owned by the fund. These costs would not

be incurred if no facilit ies were owned. The utility ratepayers are the primary

beneficiaries of the cost savings by paying reasonable rates for high quality service.

In fact, since these are operating costs, they are flow-throughs in regulated utility
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ratemaking, which means that shareholders would not benefit in any way shape or

form from higher costs. In fact, since higher costs would increase regulatory risk

and diminish LPSCO's relationship with its ratepayers, incurring these costs

strictly to the benefit of shareholders would be contrary to their desire to earn a

profit. It is only to reduce overall costs to ratepayers that we operate this model.

Q-

This statement is illogical. The parent company has no other business than own

these facilities through its subsidiaries. If the Income Fund did not own LPSCO

and for that matter did not own any facilities, the Income Fund would not have any

of these corporate administration costs because the Income Fund would not exist.

Q-

Because a well run utility with access to capital can provide high quality service at

the lowest possible cost leaving the utility with a fair and reasonable return on its

investment after the recovery of the costs needed to provide that level of service.

Everyone wins .
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Q-

MR. MICHLIK ALSO SURMISES THAT "THE CENTRAL OFFICE

COSTS WOULD HAVE BEEN INCURRED EVEN IF THE FUND DID NOT

OWN LPSCO BECAUSE THE CENTRAL OFFICE COSTS WERE

INCURRED TO MAKE A PROFIT FOR THE SHAREHOLDERS AND

NOT TO OPERATE LPSCO. THE BENEFIT TO LPSCO IS ONLY

INCIDENTAL." HOW DO YOU RESPOND TO THAT STATEMENT?

BUT HOW CAN COSTS INCURRED BY APT BENEFIT BOTH

SHAREHOLDERS AND RATEPAYERS?

OK, TURNING TO THE ALLOCATION METHODOLOGIES, STAFF HAS

ALLOCATED COSTS TO LPSCO BASED ON APIF'S OWNERSHIP OR

OPERATING INTEREST IN 71 FACILITIES, EIGHT MORE FACILITIES

THAN LPSCO USED IN ITS FILING. PLEASE DESCRIBE APIF'S

INTERESTS IN THOSE OTHER EIGHT UTILITIES?
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A. Algonquin owns the debt of 7 companies, and accounts for them separately from

the Central Office costs. Those 7 facilities are simply operated by APIF and do not

generate costs that are allocated to the APT cost pool. The remaining one facility

is a land field gas facility that has not been operational for years.

Q- WHAT SERVICES AND COSTS ARE ALLOCATED TO LPSCO BY APT?

Exhibit GT-RJ1Appendix 3 to provides a discussion of these costs. Generally,

the services provided by and costs incurred by APT fall into four general

categories: (1) Strategic Management, which includes management fees, general

legal services and other professional services, (2) Capital Access, which includes

licenses/fees/permits, unit holder communications and escrow fees, (3) Financial

Controls, which include audit services, tax services and trustee fees, and

(4) Administrative/Overhead Costs, which include rent, depreciation and office

costs as I testified above. These costs are allocated down as I testified above. As

shown in Appendix 3, LPSCO would be allocated 49% based on customer count.
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Q- WHAT ARE THE APT STRATEGIC MANAGEMENT COSTS?

Strategic management decisions are critical for any public utility. The need for

strategic management is even more pronounced for LPSCO as a larger regulated

utility that depends on access to capital for ongoing operational and capital needs.

APIF seeks to hire talented strategic managers that aid in running each facility

owned by the iiund, including LPSCO, as efficiently and effectively as possible.

This ensures the long term health of each utility and ensures that rates are kept as

low as possible without compromising the level of service. It also facilitates each

Regulated Utility's access to necessary capital funding at reduced costs.

Legal expenses incurred by APT for general legal matters pertaining to all

facilities owned by APIF also are included. These legal services are required in

order for APIF to provide capital funding to individual utilities, without which the
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utilities could not provide adequate service. These legal services involve matters

not specific to a single facility, including review of audited financial statements,

annual information filings, Sedan filings, review of contracts with credit facilities,

incorporation, tax issues, market compliance, and other similar legal costs.

Q. WHAT ARE THE BENEFITS OF THESE LEGAL SERVICES?

General legal costs are one of the foundations for proper corporate governance.

They help ensure that APIF and the Regulated Utilities remain compliant in all

aspects of operations and prevent those entities from being exposed to unnecessary

risks. These legal services also allow utilities to have continued access to capital

markets available to APIF. These legal expenses are critical to utility operations

because they ensure APIF 's status and viability as a publicly traded income fund

and allow the utilities to provide service in a way to ensure continued access to

strategic management and capital markets.

Q- PLEASE CONTINUE.
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The final item included in Strategic Management Costs are professional services,

including strategic plan reviews, capital market advisory services, ERP System

maintenance, benefits consulting, and other similar professional services. These

professional services ensure that APIF's strategic plans and initiatives are

completed with the highest degree of care and professionalism, which is necessary

for the Regulated Utilities to receive debt and equity funding from capital markets.

In no uncertain terms, these services allow the Regulated Utilities to have an

available source of capital funding for plant and infrastructure in the provision of

utility services. In the absence of these services, unit holders would not invest in

utility operations of APIF because the utilities would not incur the necessary costs

to ensure that the strategic plans are followed as a condition of such funding.
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Q- YOU ALSO MENTION ALLOCATION OF COSTS RELATED TO

ACCESS TO CAPITAL MARKET. PLEASE EXPLAIN THOSE COSTS.

One of APT's primary functions is to ensure APIF's facilities (including the

Regulated Utilities) have access to quality capital. APIF is listed on the Toronto

Stock Exchange, a leading financial market. In order to allow the Regulated

Utilities to have continued access to those capital markets, APT incurs a variety of

costs for the benefit of the Utilities. These services and costs are in line with the

companies corporate governance polices and are a prerequisite to communicate to

all its stakeholders the health and well being of Algonquin and ensuring to the

Regulated Utilities' continued access to those capital markets.

To start, APT incurs fees to ensure that APIF can participate in the Toronto

Stock Exchange. These licensing and permit fees are required in order to sell units

on the Toronto Stock Exchange. The benefit of these costs is undisputed--the

ratepayers and Regulated Utilities have access to capital only so long as APIF is

able to access capital markets. These license fees allow APIF to sell units on the

Toronto Stock Exchange and, in turn, provide funding for utility operations. These

license fees incurred by APT are critical to ensure continuing access to capital.
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Q- IS THAT ALSO TRUE FOR ESCROW FEES INCURRED BY APT?

Yes. Unit holders invest in APIF, and, in turn, provide capital funding to the

Regulated Utilities by buying units. In making those investments, unit holders

expect monthly distributions on the units they own. As such, APT incurs escrow

fees in paying such monthly payments to unit holders. Escrow Fees are incurred in

order to ensure that unit holders of APIF continue to maintain ownership, and that

new shareholders are enticed to invest in the Fund. Those new shareholders are the

ones truly investing money for new and future projects the utilities undertake.

Without them, there is no money for APIF to invest in the utilities.
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Q- WHAT ABOUT COSTS FOR UNIT HOLDER COMMUNICATIONS?

Similarly, unit holder communication costs are incurred to comply with filing and

regulatory requirements of the Toronto Stock Exchange and meet the expectations

of shareholders. These costs include news releases, unit holder conference calls

and other similar costs. Unit holder communications costs are incurred by APT for

the benefit of the Regulated Utilities to ensure that unit holders are fully informed

of all operational and strategic decisions. These disclosures are required by law to

ensure a level of integrity and rigor is applied to the management of the Regulated

Utilities. It can't be stressed enough that in the absence of unit holder

communication costs, investors would not invest in the units of APIF, and in turn,

APIF would not have capital to invest in the utilities.

Q- THE THIRD CATEGORY OF APT COSTS YOU IDENTIFIED RELATED

TO FINANCIAL CONTROLS. WHAT ARE THOSE COSTS?

Financial Control costs incurred by APT are another integrated piece of corporate

governance. Lack of financial controls could lead to improper decision making or

even fraud which could lead to bankruptcy. I understand that the owner of the

McLain companies took all of his revenue font water sales and instead of paying

things like property taxes, he invested in some failed Telecom venture. Bankruptcy

followed and we had to step in and bail the Commission and the ratepayers out.

With proper financial controls, the McLain mess would not have happened.

Q- DO THOSE FINANCIAL CONTROL COSTS INCLUDE TAX AND AUDIT
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A.

SERVICES?

Yes. Costs for tax services are incurred to ensure prudent tax filing, planning and

management. Taxes are paid on behalf of the Regulated Utilities at the parent level

as part of a consolidated United States tax return. Tax services are provided by

third parties, including KPMG. The shared cost of such tax services also are lower
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than the costs of stand-alone tax services, which would otherwise be incurred by

the Regulated Utilities. Audit services are likewise necessary to ensure that the

Regulated Utilities are operated in a manner that meets audit standards and

regulatory requirements have strong financial and operational controls, and that

financial transactions are recorded accurately and prudently. Without these

services, the Regulated Utilities would not have a readily available source of

capital funding.

Q, THE LAST CATEGORY OF APT AFFILIATED COSTS IS

ADMINISTRATIVE AND OVERHEAD COSTS. PLEASE DESCRIBE

THOSE COSTS.

Administrative costs incurred by APT such as rent, depreciation of office furniture,

depreciation of computers, and general office costs are required to house all the

services mentioned above. Without these costs, the employees of APT could not

perform their work and provide the necessary services to the Regulated Utilities.
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Q- CAN YOU EXPLAIN HOW THOSE SERVICES PROVIDED BY APT

BENEFIT LPSCO AND ITS CUSTOMERS?

The capital and funds obtained from the sale of units in the Income Fund are used

by the Regulated Utilities for capital investments. That capital is made available

by APT to the Regulated Utilities, including LPSCO. Also, I have already testified

above as to the importance of good corporate governance is essential to the health

of any organization whether publicly traded or not. Any company that wishes to

raise capital at a decent rate must prove proper corporate governance. The less

governance, the higher the risk and the cost of capital. Most of these indirect

corporate costs in APT relate to proper corporate governance and thus ensuring

long term access to the capital markets. Therefore, the services provided by APT

are critical and necessary to the Regulated Utilities. Put another way, absent the

FENNEMORE CRAIG
A PROFESSXONAL CORPORATION

A.

A.

20



services provided by APT, the Regulated Utilities would be forced to operate as

stand-alone utilities with higher costs and operating expenses. In addition, the

utilities would bare much greater risk due to a potential inability to obtain capital

on a stand-alone basis.

Q. DO YOU KNOW HOW THE ALLOCATION METHODOLOGY FOR APT

COMPARE TO AFFILIATE COST ALLOCATION METHODOLOGIES

USED BY OTHER ARIZONA UTILITIES, SUCH AS GLOBAL WATER?

The allocation methodologies are very similar. In our recent Black Mountain rate

case, Staff analyst Crystal Brown mentioned that she had no objections to the

methodology employed by Global Water. After comparing our methodologies, we

have concluded that they are extremely similar.2 Costs for certain items such as

rent and central office costs are allocated almost exactly the same way. Similarly,

Global and Algonquin allocate regional costs similarly, as mentioned above, and

also allocate other administration costs in a similar manner to Algonquin.3 We

could not decipher major differences between the methodologies, however, we do

agree that Global's presentation was a bit clearer than ours. This is precisely the

reason that we have createdExhibit GT-RJ1 and why I am testifying in this case.
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Q-

B. Rejoinder to RUCO

LET'S SWITCH TO MR. ROWELL'S SURREBUTTAL TESTIMONY ON

BEHALF OF RUCO. ON PAGE 3 OF HIS SURREBUTTAL, MR. ROWELL

SUGGESTS THAT LPSCO WITHHELD "RELEVANT DESCRIPTIVE

INVOICES" RELATED TO MANAGEMENT FEES ALLOCATED BY APT.

DO YOU AGREE?

A. Absolutely not. LPSCO has never withheld any relevant information regarding the

2 See Direct Testimony of Greg Barber (with attached Appendices 1-3), February 20,
009, in DocketNos. SW-03575A-09-0077 and SW-20445A-09-0077.
Id.
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allocated costs from any party. When the data was sought, we promptly responded

that we would provide every invoice over $5,000 to support the approximately

$4,000,000 cost pool, and that if any other invoice was requested, we would

provide that too.4 We spent a substantial amount of time and resources gathering

this data, and RUCO never voiced a concern, until Mr. Rowell's surrebuttal.

I f  Mr .  Rowe l l ,  o r  Mr .  Mich l ik  fo r  tha t  ma t te r ,  eve r  needed  more

descriptions, explanations, etc. he was free to ask during discovery. Or now, as

long as the case stays on the time-clock. They could have flown to Canada at our

expense and seen the operation they are now making important and inaccurate

judgments about in this rate case. There are hundreds of thousands of dollars at

issue in this case and the others pending for Liberty Water utilities, and we will go

wherever we need to go to provide RUCO and Staff the information they need to

scrutinize our costs. That Mr. Rowell has always had the opportunity to seek the

information he now says we didn't provide is an impossible burden to overcome.

Besides, to be candid, the "lack of info" is a smoke screen.

If we printed out everything we have given Staff and RUCO already this

year on cost allocations, I could fill probably my small office in Oakville. That is

not what Staff and RUCO really have an issue with, in my opinion. They are

attacking the substance of our operation, the "benefit", not whether we supported

the cost of my computer in Oakville.

Q- DOES LPSCO FOLLOW THE NARUC UNIFORM SYSTEM OF
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ACCOUNTS?

Yes, LPSCO strictly complies with the NARUC Uniform System of Accounts.

4 See Company response to Staff data request JMM 5.5.
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Q. MR. ROWELL ALSO SUGGESTS (PAGE 6 OF HIS SURREBUTTAL)

THAT COSTS FOR CONSOLIDATED TAX SERVICES "SHOULD BE

DIRECTLY BILLED INSTEAD OF ALLOCATED." IS THAT FEASIBLE?

No, the parent files a consolidated tax return on behalf of the utilities. It would

therefore be unreasonable to direct charge tax services.

Q- WITH RESPECT TO MANAGEMENT FEES ALLOCATED BY APT,

MR. ROWELL ASSERTS (PAGE 7) THAT LPSCO "HAS NOT

ESTABLISHED THAT LPSCO RECEIVES ANY BENEFIT FROM THESE
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A.

SERVICES."

I can only reiterate that strategic management decisions are critical for any public

utility. The need for strategic management is even more pronounced for LPSCO as

a larger regulated utility that depends on access to capital for ongoing operational

and capital needs. APIF seeks to hire talented strategic managers that aid in

running each facility owned by the fund, including LPSCO, as efficiently and

effectively as possible. This ensures the long term health of each utility and

ensures that rates are kept as low as possible without compromising the level of

service. It also facilitates each utility's access to necessary capital funding at

reduced costs.

The costs included in Strategic Management Costs fall into the following

categories. The first category is Management Fees. Those fees incorporate

management fees paid to Algonquin's management company for strategic

management of all APIF facilities. These fees provide for the financial and capital

funding services necessary for the Regulated Utilities, including LPSCO, to fund

utility operations and growth services. Management Fees are charged to APT as a

monthly fee which is then allocated to the utilities division (26.98%), and then to

each individual utility based on customer count.
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Q- DO CUSTOMERS BENEFIT FROM THESE MANAGEMENT FEES?

Yes, rate payers avoid the burdens of senior management staff at each utility by

sharing of resources between all utilities, resulting in significant savings. These

management services also allow Regulated Utilities to have an available source of

capital funding for plant and infrastructure in the provision of utility services at a

cost cheaper than what such utilities could obtain on their own.

APT management services are required in the provision of service by

Regulated Utilities because the managers oversee utility operations, provide high

level approvals for capital and operating budgets, and provide strategic planning

services for the utilities. They also develop overall corporate strategies such as

long term financial planning and capita] needs, negotiate contracts, allocate capital

among utilities and approve high level expenditures. These management services

are required in order for APIF to provide capital funding to individual utilities,

without which the utilities could not provide adequate service. That's especially

true with LPSCO, which required substantial capital infusions over the last several

years. LPSCO receives the benefit of having its own highly functioning executive

management team at a fraction of the cost of its own executive management.

Q- MR. ROWELL ALSO SUGGESTS THAT MANAGEMENT FEES

"SHOULD BE BILLED DIRECTLY, NOT ALLOCATED ACROSS ALL

UTILITIES." IS THAT A VIABLE OPTION?

It is not viable. If the Management team is procuring capital from the markets, or

having a Liberty Water strategic direction meeting, these activities encompass all

of the utilities, and therefore need to be allocated based on reasonable factors.
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Q- NEXT, MR. ROWELL CLAIMS (PAGE 8) THAT COSTS FOR UNIT

HOLDER COMMUNICATIONS 'PERTAIN EXCLUSIVELY TO APT AND

HAVE NO CONNECTION TO THE OPERATION OF LPSCO." HOW DO
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YOU RESPOND TO THAT STATEMENT?

I would ask Mr. Rowell if he would purchase shares of LPSCO if he received no

communications from the company and were entirely blind to the operations. As

an economist, I would expect his answer to be "No". Well, LPSCO's ratepayers

receive the benefits of not only access to capital, but also access to those

communications as they are publicly available.

Q, MR. ROWELL ALSO CLAIMS (PAGE 8) THAT TRUSTEE FEES "ARE

COSTS ASSOCIATED WITH APT'S BOARD OF TRUSTEES AND HAVE

NO CONNECTION TO THE OPERATION OF LPSCO." is THAT TRUE?

No. Whether publicly traded or not, LPSCO would likely have a Board of

Directors. The Board assures proper corporate governance and thus a level of

financial rigor, provides high level operational and financial oversight, and

strategic guidance for the long term viability of the company and hence LPSCO.

Q- MR. ROWELL MAKES THE SAME CONCLUSION RELATING TO

ESCROW FEE (PAGE 8), IS THERE A CONNECTION BETWEEN SUCH

ESCROW FEES AND LPSCO'S PROVISION OF UTILITY SERVICE?

Yes. The escrow fees are a cost of the business model that LPSCO operates in.

Shareholders would not invest in the fund if they did not receive distributions. In

tum, LPSCO would not have capital available to it from its parent company.
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Q- FINALLY, MR. ROWELL CLAIMS THAT "THE COMPANY HAS

AGREED WITH STAFF'S ASSESSMENT THAT [COSTS FOR

LICENSES/FEES & PERMITS] SHOULD NOT BE RECOVERED FROM

LPSCO." DO YOU AGREE?

No. These costs incorporate the costs to be listed on the Toronto Stock Exchange

and other such costs. They are crucial to the business model and, therefore,

provide service to LPSCO ratepayers.
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Q, HOW DO STAFF AND RUCO TREAT COSTS INCURRED BY APT OF

RENT, DEPRECIATION AND OTHER OFFICE COSTS?

On page 8 of his surrebuttal testimony, Mr. Rowell acknowledges that "some

portion" of these costs should be allocated to LPSCO. Mr. Michlik, however,

opposes any allocation of those costs to LPSCO. In Staffs responses to LPSCO's

third set of data requests, Staff stated that "Staff denies that it is reasonable or

appropriate to require LPSCO customers to pay for the office space of the

corporate office located in Canada."5

Q- WHAT IS YOUR REACTION TO THAT STATEMENT?

We find that statement very troubling. As mentioned above, the Canadian location

provides benefits to ratepayers by avoiding the duplication of activities in the US.

We certainly hope that Staffs statements are not rooted in protectionist bias against

a friendly partner such as Canada. In this economy, wouldn't government agencies

want to attract private capital to providing needed services? I would hope so.

Q, WHAT ARE THE POTENTIAL CONSEQUENCES TO LPSCO AND

OTHER REGULATED UTILITIES IN ARIZONA IF THE COMMISSION

ULTIMATELY AGREES WITH STAFF AND/OR RUC() AND DENIES

ALLOCATION OF AFFILIATE COSTS INCURRED BY APT?
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A. To be frank, Staff' s and RUCO's treatment of APT's affiliate costs is nothing more

than a rejection of one pillar of the APIF/APT/Liberty Water shared services

model. If the Liberty Water's shared services model is not viewed as reasonable

because of its costs, then Liberty Water will have to seriously consider operating

differently. APIF isn't going to subsidize 90 percent of an over $1 million

allocation pool to the seven Arizona utilities. That's simple economics, something

I assume Mr. Rowell would have to agree with as an economist. But one can't help

5 See Staff Response to Company data request 3.5.
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but wonder why Staff would reject a shared services model that is designed to

deliver high quality utility service at the lowest possible price given numerous

failed utility operations in Arizona. The notion, as Staff suggests, that these

allocated costs from the parent do not benefit the ratepayers is undercut by the very

high level of service LPSCO is providing to customers in this system.

Q- DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY?
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A. Yes.
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LIBERTY WA TER AFFILIA TE
COST ALLOCA TIONMETHODOLOGY

LIBERTY WATER AFFILIATE COSTALLOCATION
METHODOLOGY

L GENERAL STA TEMENT OFALLOCA TION METHODOLOGY

The purpose of this paper is to provide a detailed explanation of the
Affiliate Cost Allocation Methodology used by the regulated utility affiliates of
Liberty Water Company ("LWC") including Litchfield Park Service Company
("LPSCO"), Black Mountain Sewer Company, Gold Canyon Sewer Company, Rio
Rico Utilities, Bella Vista Water Company, Northern Sunrise Water Company,
and Southern Sunrise Water Company (collectively the "Regulated Utilities").
The Regulated Utilities are wholly-owned subsidiaries of LWC, which is owned
by Algonquin Power Income Fund ("APIF") .

A. The APIF Corporate Structure.

APIF's primary business is ownership of generating and infrastructure
facilities through investments in securities of subsidiaries. APIF owns a widely
diversified portfolio of 46 electric facilities and 17 water distribution and
wastewater treatment facilities in Canada and the United States. APIF also has an
operating interest in eight other facilities, but does not own them. APIF is publicly
traded on the Toronto Stock Exchange. APIF's structure as a publicly traded
income fund provides substantial benefits to its Regulated Utilities through access
to capital markets and access to engineers, technicians, professional managers and
administrative staff including trained plant operators and field supervisors.

B. Libertv Water Cost Allocations to LPSCO.

LPSCO and the other Regulated Utilities in Arizona do not operate as
stand-alone utilities. LPSCO is operated by Algonquin Water Services d/b/a
Liberty Water ("Liberty Water"), along with six other regulated Arizona water and
sewer utilities, and eleven regulated water and sewer providers located in Texas,
Missouri and Illinois. Liberty Water provides all of the day-to-day administration
and operations personnel for these regulated utilities. All operations and
engineering labor is charged by Liberty Water directly to LPSCO and the other
separate Regulated Utilities operated by Liberty Water. Liberty Water charges
those labor rates at cost, which is the dollar hourly rate per employee as recorded
in Liberty Water's payroll system, grossed up by 35% for burdens such as payroll
taxes, health benefits, retirement plans, and other insurance provided to
employees. Engineering technical labor, which is capitalized, is charged on the
same basis, plus an allocation of 10% for Liberty Water's corporate overheads
such as rent, materials/supplies, etc.
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Other necessary services provided by Liberty Water for the Regulated
Utilities cannot be directly charged to LPSCO and the other Regulated Utilities.
Labor for accounting, billing and customer service, human resources, health and
safety, and corporate finance cannot be directly allocated using timesheets due to
the nature of the costs because it is not practical to keep track of time for
employees that serve multiple utilities in small time increments during the course
of a work-day. A shared call center is the perfect example. A customer service
representative at Liberty Water's call center will field calls from customers of
LPSCO, BMSC, Bella Vista Water Company in southern Arizona and the three
other states. This work directly benefits all of the Regulated Utilities, so the costs
need to be allocated to all of them. These costs are allocated based on the relative
customer counts of all of the Regulated Utilities. Using customer counts allows
Liberty Water to allocate those costs to an individual utility, such as LPSCO,
based on the relative burden of that utility relating to those services.

Overhead costs, like rent, insurance, administration costs, depreciation of
office furniture and computers, also cannot be directly attributed to specific
utilities. These costs are allocated to LPSCO and its affiliates by use of a "four
factor" methodology that considers relative size through four weighted factors -
total plant, total customers, expenses and labor. This type of four-factor
methodology has been utilized by other Arizona utilities, including Chaparral City
Water Company and Global Water. All of the costs charged by Liberty Water and
allocated to LPSCO are based on actual costs, either directly charged or through
the allocations described above.

B. Central Office Cost Allocations from Algonquin Power Trust.

In addition to the operations and engineering direct costs, and the allocated
overhead/administration costs charged by Liberty Water, LPSCO and the other
utilities in this shared services model benefit from costs incurred by the Algonquin
corporate parent. Specifically, APIF, the shareholder of Liberty Water, allocates a
share of the costs incurred by its operating arm Algonquin Power Trust ("APT") in
providing necessary and required services to the Regulated Utilities.

APT is the affiliate that provides financial, strategic management,
compliance, administrative and support services to the Regulated Utilities operated
by Liberty Water, as well as to the numerous unregulated utility assets owned by
the corporate parent, APIF. APT does not have any staff and the costs incurred by
it are non-labor based. The head office of APT is located in Oakville, Ontario,
Canada and provides administrative, technical and management support,
regulatory compliance, and oversight of strategic direction, including approvals of
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budgets and ensuring a strict level of corporate governance for LPSCO and all of
the utilities operated by Liberty Water. APT's executive management and
administrative support includes accounting and finance, human resources,
employee benefits, regulatory and information systems services.

The services provided by APT are necessary to allow LPSCO and the other
Regulated Utilities to have access to capital markets for capital projects and
operations, and are necessary to allow LPSCO to provide a high level of service at
the lowest cost. There are no direct labor costs included in the corporate
administration Central Office Cost allocation from APT. Instead, these costs
include professional services like third-party legal services, accounting services,
tax planning and filings, and required auditing that are done for the benefit of all
of the Liberty Water Regulated Utilities, including LPSCO.

These corporate headquarter administrative costs also include costs for
licenses, fees and permits, information technology/systems, payroll, and HRIS
maintenance contracts, as well as the rent and depreciation of office furniture and
equipment and computers in the central office in Oakville, Ontario. Fees for these
services are allocated to the Regulated Utilities using generally accepted allocation
principles. These services are routine and recurring in nature and performed on a
regular basis as part of normal business operations for Liberty Water and its
Regulated Utilities.

These administration Central Office Costs are allocated to LPSCO in two
phases. The first phase involves allocating these costs to each of the facilities,
both regulated and unregulated, owned by APIF. That initial allocation is made
based on relative size. Specifically, APIF owns and operates 63 total entities, 17
of which are the Regulated Utilities operated by Liberty Water. In tum, 17 of 63
is 26.98%, which means 26.98 percent of the total Central Office Costs are
allocated to the Regulated Utilities operated by Liberty Water.1

From there, the second allocation phase is that Liberty Water allocates the
Central Office Costs between LPSCO and the 16 other Regulated Utilities based
on customer counts. These costs are incurred for the benefit of all of the
Regulated Utilities and their customers, but are not capable of being directly
charged to the 63 separate operating assets. This cost allocation methodology
ensures that the costs are allocated as closely as possible to the originator of those

1 For illustrative purposes, if the total Central Office Costs incurred by APT was
$4,000,000, then 81,079,200 (4,000,000 x 2698) in Central Office Costs would be
allocated to the 17 Regulated Utilities under Liberty Water. The remaining
$2,920,800 (73.02%) in Central Office Costs would be allocated to the remaining
46 electric facilities owned by APIF.
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costs. An entity such as LPSCO with 33,000 water and sewer customers benefits
more from these costs than BMSC with only 2,000 wastewater ratepayers.
Specifically, LPSCO has 16,037 water customers and 17,068 wastewater
customers, for a total of 33,105 customers. In total, Liberty Water's 17 Regulated
Utilities have 68,783 water and wastewater customers, which means LPSCO is
allocated 48.13% (33,105/68,783) of the Central Office Cost pool.

The fundamental principle of this Cost Allocation Methodology is that
LPSCO and the other Regulated Utilities should be charged for all costs incurred
by affiliates-both Liberty Water and APT-so that the Regulated Utilities can
provide a high level of safe and reliable water and wastewater utility service to
customers.

IL DETAILED EXPLANA TION OF THE SER VICES PRO VIDED AND
COSTS ALLOCA TED TO THE REGULA TED UTILITIES.

The following is a detailed description of how these cost allocation
methodologies are applied to the Regulated Utilities, the benefits of the services
provided by Liberty Water and APT, the need for such services in the provision of
utility services and the necessity of allocating costs to the Regulated Utilities.

A. Libertv Water Services Provided to LPSCO.

Attached as Appendix 1 is an allocation summary of how costs incurred by
Liberty Water are allocated to the Regulated Utilities, including LPSCO.
Whenever possible, costs incurred by Liberty Water for a particular Regulated
Utility are directly charged to that utility based on time sheets.

1. Operations and Engineering Labor.

These costs are billed directly to the Regulated Utility that required the
labor, as documented by time sheets. Attached as Appendix 2 is an example time
sheet used by Liberty Water. Those direct charges are principally direct labor,
including operations and engineering. For example, the costs for a plant operator
working solely for LPSCO will be directly allocated to LPSCO without any
further allocation necessary. Liberty Water direct charges those services to the
Regulated Utilities at cost. The labor rate charged by Liberty Water is the dollar
hourly rate per employee as recorded in Liberty Water's payroll system, grossed
up by roughly 35% for burdens such as payroll taxes, health benefits, retirement
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plans, and other insurance provided to employees Engineering technical labor,
which is capitalized, is charged on the same basis, plus a 10% allocation for
corporate overheads incurred by Liberty Water, including rent, materials, supplies
and other similar overhead costs.

2. Accounting, Billing and Customer Service Labor Costs.

Liberty Water also incurs additional labor costs for accounting, billing, and
customer service, human resources, health and safety, and corporate finance,
which are necessary for the Regulated Utilities to provide adequate and reliable
water and wastewater service to customers. Those costs, however, cannot be
allocated to each Regulated Utility using time sheets due to the nature of the costs.
It is not practical to keep track of time for employees that serve multiple utilities
during the course of a work day. For example, an accounting analyst may analyze
the financial performance of all Regulated Utilities at the same time. Her
accounting work benefits all such Regulated Utilities, so her services and costs
would be allocated to all Regulated Utilities. Likewise, a customer service
representative at Liberty Water's call center will field calls from customers of all
Regulated Utilities during a work day. Again, his work directly benefits all such
Utilities and his costs should be allocated to all Regulated Utilities.

These labor costs incurred by Liberty Water are allocated to the Regulated
Utilities based on customer count. The following simplified example demonstrates
how a customer service representative's costs would be allocated to LPSCO:

Annual Salary
Burden (at 35%)
Total Labor Cost

$30,000
$10,500
$40,500

Total Liberty Water Customers: 68,783
LPSCO Water Customers: 16,037 (23.32% of total customers)
LPSCO Wastewater Customers: 17,068 (24.81% of total customers)

2 It bears emphasis that the Liberty Water allocations reflect actual costs incurred.
Liberty Water now charges based on actual payroll rates, not market based rates.
Liberty Water made that change in early 2008, which means that rate cases
pending before that change was made have been trued up and adjusted to reflect
this actual cost methodology as if it had been adopted at the beginning of the
respective test year.
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UTILITY PLANT 50%
CUSTOMER COUNT 40%
LABOR 5%
EXPENSES 5%
TOTAL 100%

FACT8R LPSCO BMSC

TOTAL
ALL

irrwnns

LPSCG
% UF

TQTAI,
Lrsco

ALLOCATe()N
UTILITY
PLANT

727 371 109s 66% 50% 33%

CUSTOMER
COUNT

6000 1000 7000 86% 40 % 34%

LABOR
COSTS

57 32 89 64% 5% 3%

EXPENSES 108 41 149 72% 5% 4%
TGTAL

AL1.,0cAT181~¢
TO LPSC

74%

LIBERTY WA TER AFFILIA TE
COSTALLOCATIONMETHODOLOGY

Salary Costs allocated to LPSCO Water: $9,444.60 (40,500 x 2332)
Salary Costs allocated to LPSCO Wastewater $10,049.78 (40,500 x 2481)
Salary Costs allocated to all other Regulated Utilities: $21,005.62

3. Libertv Water Overhead Costs.

Costs incurred by Liberty Water for rent, administrative costs, depreciation
of office furniture, depreciation of computers, and other labor cannot be directly
at t r ibuted to  a specific Regulat ed Ut ilit y. As  such,  t ho se  o verhead  and
administrative Costs are allocated to the Regulated Utilit ies by use of the "four
factor" methodology. Other costs in this category include insurance, janitorial
services and other general non-payroll costs.

The "four factor" methodology allocates cost s by relat ive size of the
ut ilit ies.  The methodology used by Liberty Water involves (1) Rate Base, (2)
Total Customers, (3) Non-Labor Expenses and (3) Labor as allocating factors,
with each factor assigned a specific weight .  Liberty Water uses the following
weights under this four factor methodology:

The following simplified hypothetical example demonstrates how the four
factor allocation methodology would be calculated based on ownership of only
two hypothetical utilities (LPSCO and BMSC) :
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As can be seen from these hypothetical numbers, LPSCO would be allocated 74%
of total Administrative/Overhead Costs incurred by Liberty Water, based on its
relative size and application of the four factors in comparison to BMSC. BMSC
would be allocated the remaining 26%. Liberty Water developed and utilized this
methodology, including all 17 of its utilities, to better allocate costs, recognizing
that larger utilities require more time and management attention and incur greater
costs than smaller ones.

4. Customer Benefits of Liberty Water Allocation Model.

Customers of Liberty Water receive significant benefits from this cost
allocation model, including significantly lower costs incurred by the Regulated
Utilities for services that are essential and necessary to the provision of high
quality water and wastewater utility service. The benefits of this type of shared
service model include:

• Savings on labor costs by resource sharing - since most Liberty Water
employees are not dedicated to a specific utility, the utilities do not need to
hire their own dedicated staff, thus resulting in significant cost savings.

Four factor allocations allow for utilities to be charged by relative resources
and management attention required to operate them. This means customers
of smaller utilities do not subsidize costs of larger utilities. Essentially, this
allocation methodology allows costs to be allocated based on the relative
burdens and costs incurred by individual utilities.

• Because it's scalable, the shared services model allows for increased
growth with less than proportional cost increases, meaning the Regulated
Utilities can grow without incumlng a proportionate or prohibitive increase
in the cost of service.

B. APT Services Provided to LPSCO.

Attached as Appendix 3 is an overview of the services and allocations for
APT. As noted above, APT is a wholly-owned subsidiary of APIF. APT is
integral to APIF's business structure as a publicly traded income fund on the
Toronto Stock Exchange. APIF sells units to public investors in order to generate
the funding and capital necessary for the Regulated Utilities to provide utility
service. APT provides all of the administrative services for APIF and all of
APIF's facilities, including strategic management services, access to capital
markets, corporate governance, and administration and management of the
Regulated Utilities.
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The services provided by APT optimize performance of the Regulated
Utilities, keeping rates low for customers while ensuring access to capital is
available. If the Regulated Utilities did not have access to the services provided
by APT, then the Regulated Utilities would be forced to incur associated costs for
financing, capital investment, audits, taxes and other similar services on a stand-
alone basis, which would substantially increase such costs for each Regulated
Utility. It bears emphasis that if the costs incurred by APT are not allocated to
LPSCO and the other Regulated Utilities, then APT and APIF will have no choice
but to cease providing the capital iimding and other services to LPSCO and the
other Arizona Regulated Utilities.

The capital and funds obtained from the sale of units in the Income Fund
are used by the Regulated Utilities for capital investments. That capital is made
available by APT to the Regulated Utilities. The services provided by APT are
critical and necessary to the Regulated Utilities because without those services the
Regulated Utilities would not have a readily available source of capital funding.
Put another way, absent the services provided by APT, the Regulated Utilities
would be forced to operate as stand-alone utilities, with resulting higher costs and
operating expenses incurred by customers. In addition, the utilities would bare
much greater risk due to a potential inability to obtain capital on a stand-alone
basis.

The services provided by and the costs incurred by APT for the Regulated
Utilities fall into four general categories:

LIBERTY WA TER AFFILIA TE
COST ALLOCA TIONMETHODOLOGY

All of these costs incurred by APT are calculated and totaled into the
administration Central Office Cost Pool. As noted above, that administration
Central Office Cost Pool is then allocated to APIF's electrical facilities and
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Description Fees which incorporate salaries of senior management staff for
strategic management of all APIF facilities. The executives at APT
provide the financial and capital funding services necessary for the
Regulated Utilities to fund utility operations and growth services.

Allocation
Method

Management Fees are charged by APT as a monthly fee which is
allocated to the utilities division (26.98%), and then to each
individual utility based on customer count.

LIBERTY WA TER AFFILIA TE
COSTALLOCATIONMETHODOLOGY

water/wastewater facilities based on the number of entities involved. In total,
APIF owns 46 electric facilities and 17 water/wastewater utilities. Thus, the
Central Office Cost Pools is allocated based on facility count with 73.02% (46/63)
of the Pool allocated to the electric facilities and 26.98% (17/63) of the Pool
allocated to the Regulated Utilities. For example, if the total administration
Central Office Cost Pool incurred by APT is $4,000,000, then $1,079,200
(4,000,000 x .2698) in administration Central Office Costs would be allocated to
the 17 Regulated Utilities under Liberty Water. The remaining $2,920,800
(73.02%) in administration Central Offices costs would be allocated to the
remaining 46 electric facilities owned by APIF.

The allocated administration Central Office Cost Pool for the Regulated
Utilities then is allocated to each individual utility by customer count. As noted in
attached Appendix 3, LPSCO would be allocated 49% of those costs based on
customer count. In our hypothetical example, LPSCO would be allocated
$518,016 in costs from APT. The following is a detailed description of each cost
component within the Central Office Cost Pool, the necessity of allocating such
costs to Regulated Utilities in providing services and the associated benefits to
ratepayers.

1. APT Strategic Management Costs

Strategic management decisions are critical for any public utility. The need
for strategic management is even more pronounced for APIF as a publicly traded
income fund, which depends on access to capital funding through public sales of
units in the fund. APIF seeks to hire talented strategic managers that aid in
running each facility owned by the fund as efficiently and effectively as possible.
This ensures the long term health of each utility and ensures that rates are kept as
low as possible without compromising the level of service. It also facilitates each
Regulated Utility's access to necessary capital funding at reduced costs. The costs
included in Strategic Management Costs fall into the following categories.

MANAGEMENT FEES

9



Ratepayer
Benefits

Rate payers avoid the burdens of senior management staff at each
utility by sharing of resources between all utilities, resulting in
significant savings. These management services also allow
Regulated Utilities to have an available source of capital funding
for plant and infrastructure in the provision of utility services at a
cost cheaper than what such utilities could obtain on their own.

Need for
Management
Services

APT management services are required in the provision of service
by Regulated Utilities because the APT managers oversee utility
operations, provide high level approvals for capital and operating
budgets, and provide strategic planning services for the utilities.
They also develop overall corporate strategies, negotiate contracts,
allocate capital among utilities and approve high level
expenditures. These management services are required in order for
APIF to provide capital funding to individual utilities, without
which the utilities could not provide adequate service.

Description Legal expenses incurred by APT for general legal matters pertaining
to all facilities owned by APIF. These legal services are required in
order for APIF to provide capital funding to individual utilities,
without which the utilities could not provide adequate service.

Services
Provided

These legal services involve legal matters not specific to any single
facility, including review of audited financial statements, annual
information filings, Sedan filings, review of contracts with credit
facilities, incorporation, tax issues of a legal nature, market
compliance, and other similar legal costs.

Ratepayer
Benefits

General legal costs help ensure that the APIF and the Regulated
Utilities remain compliant in all aspects of operations and prevent
those entities from being exposed to unnecessary risks. These legal
services also allow utilities to have continued access to capital
markets available to APIF.

Need for
Legal
Services

These legal expenses are critical to utility operations because they
ensure APIF's status and viability as a publicly traded income fund
and allow the utilities to provide service in a way to ensure
continued access to strategic management and capital markets. These
legal services also shelter APIF and its Regulated Utilities from
operational risks.

LIBERTY WA TER AFFILIA TE
COST ALLOCA TION METHODOLOGY
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Description Professional Services including strategic plan reviews, capital
market advisory services, ERP System maintenance, benefits
consulting, and other similar professional services.

Ratepayer
Benefits

These professional services ensure that APIF's strategic plans and
initiatives are completed with the highest degree of care and
professionalism, which is necessary for the Regulated Utilities to
receive debt and equity funding from capital markets. These
services allow the Regulated Utilities to have an available source of
capital funding for plant and infrastructure in the provision of utility
services.

Need for
Services

These costs are required for the provision of service as the strategic
plans are filtered down to the individual utility level. In the absence
of strategic plans, the utilities would not be investing to ensure the
highest level of service is provided, and would also not be able to
strive for continued operational improvements to save ratepayers
money in the long run. In the absence of these services, unit holders
would not invest in utility operations of APIF because the utilities
would not incur the necessary costs to ensure that the strategic plans
are followed as a condition of such funding.

Description Fees incurred by APT to ensure that APIF can participate in the
Toronto Stock Exchange. These licensing and penni fees are
required in order to sell units on the Toronto Stock Exchange.

Examples Seder fees, annual filing fees, licensing fees, etc.
Ratepayer
Benefits
and Need
for
Services

The ratepayers and Regulated Utilities have access to capital so long
as APIF is able to access capital markets. These license fees allow
APIF to sell units on the Toronto Stock Exchange and, in turn,
provide funding for utility operations. These license fees incurred by
APT are critical to ensure continuing access to capital.

LIBERTY WA TER AFFILIA TE
COST ALLOCA TIONMETHODOLOGY

PROFESSIONAL SERVICES

2. Access to Capital Markets.

One of APT's primary functions is to ensure APIF's facilities (i.e., the
Regulated Utilities) have access to quality capital. APIF is listed on the Toronto
Stock Exchange, a leading financial market. In order to allow the Regulated
Utilities to have continued access to those capital markets, APT incurs the
following Costs for the benefit of the Utilities. These services and costs are a
prerequisite to the Regulated Utilities' continued access to those capital markets.

LICENSE FEES AND PERMITS
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Description Escrow Fees for payment of dividends to Unit Holders.
Examples Unit holders invest in APIF, and, in tum, provide capital funding to

the Regulated Utilities by buying units. In making those
investments, unit holders expect monthly distributions on the units
they own. As such, APT incurs escrow fees in paying such monthly
payments to unit holders.

Ratepayer
Benefits

Escrow Fees are incurred in order to ensure that unit holders of APIF
continue to maintain ownership, and that new shareholders are
enticed to invest in the Fund. Those new shareholders are the ones
truly investing money for new and future projects the utilities
undertake. Without them, there is no money for APIF to invest in
the utilities.

Need for
Services

Escrow Fees are incurred to ensure continued access to capital and
ensure continuing and ongoing investments by unit holders. Without
such escrow fees, the Regulated Utilities would not have a readily
available source of capital funding.

Description Unit holder communication costs are incurred to comply with filing
and regulatory requirements of the Toronto Stock Exchange and
meet the expectations of shareholders.

Examples News releases, unit holder conference calls, etc.
Ratepayer
Benefits

Unit holder communications costs are incurred by APT for the
benefit of the Regulated Utilities to ensure that unit holders are fully
informed of all operational and strategic decisions. These
disclosures are required by law to ensure a level of integrity and
rigor is applied to the management of the Regulated Utilities.

Need for
Services

In the absence of unit holder communication costs, investors would
not invest in the units of APIF, and in turn, APIF would not have
capital to invest in the utilities. Without such communications
services, the Regulated Utilities would not have a readily available
source of capital funding.

LIBERTY WA TER AFFILIA TE
COSTALLOCATIONMETHODOLOGY

ESCROW FEES

UNIT HOLDER COMMUNICATIONS

3. APT Financial Controls.

Financial Control costs incurred by APT include costs for audit services,
tax services, and trustee fees. These costs are necessary to ensure that the
Regulated Utilities are operated in a manner that meets audit standards and
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Description Audits are done on a yearly basis and reviews are performed
quarterly on all facilities owned by APIF onan aggregate level.

Examples Audits are provided by KPMG.
Ratepayer
Benefits

Audits benefit ratepayers by verifying and ensuring that all financial
transactions are recorded prudently. Further, financial transactions
are scrutinized to ensure that operations are run prudently. Audit fees
also ensure that access to capital is available as it is a requirement of
financial markets. The aggregate audit again benefits the Regulated
Utilities by allowing continued access to capital markets and unit
holders.

Need for
Services

These corporate parent level audits reduce the cost of the stand-alone
audits significantly for utilities such as LSPSCO, which must
perform its own separate audits. Where stand-alone audits are not
required, rate payers receive benefits of additional financial rigor, as
well as access to capital, and financial soundness checks by third
parties. Finally, during rate cases, the existence of audits provides
Staff and interveners additional reliance on the company records,
thus reducing overall rate case costs. The aggregate audit is
necessary for the Regulated Utilities to have continued access to
capital markets and unit holders .

Description Tax Services ex senses are incurred to ensure rodent tax Elin
planning and management.

Examples Taxes are paid on behalf of the Regulated Utilities at the parent level
as part of a consolidated United States tax return. Tax services are
provided by third parties, including KPMG for tax planning and
filing.

Ratepayer
Benefits

Tax services ensure that each utility maintains tax compliance as the
parent maintains compliance on its behalf. The shared cost of such
tax services also are lower than the costs of stand-alone tax services,
which would otherwise be incurred by the Regulated Utilities.

LIBERTY WA TER AFFILIA TE
COSTALLOCATIONMETHODOLOGY

regulatory requirements have strong financial and operational controls, and that
financial transactions are recorded accurately and prudently. Without these
services, the Regulated Utilities would not have a readily available source of
capital funding.

AUDIT FEES

TAX SERVICES



Need for
Services

Tax services are required as each of the utilities would be required to
pay taxes on a stand-alone basis. Filing tax returns on a consolidated
basis benefit s each Regulated Ut ility by reducing the costs that
o t herwise  wo uld  be  incur red  by such Ut ilit y in t iling  it s  o wn
separate tax return.

Description Trustee Fees are paid to the Board of Trustees, which meets on a
quarterly basis .

Ratepayer
Benefits

Trustees act in the same manner as Boards of Directors. They have a
dut y t o  shareho lders t o  ensure  t hat  t hey will act  in t heir  best
interests. This means that they must act in a way that optimizes the
operat ions o f the ut ilit ies.  Trustees also  approve the st rat egic
direction of the company, provide corporate governance, and oversee
the strategic direction and health of the Income Fund, and in tum the
Regulated Ut ilit ies owned by APIF in order to  ensure long term
sustainability. In summary, the t rustees help to  ensure financial
rigor, significant controls, and ultimately keeps rates low.

Need for
Services

Trustees are required to  oversee the operat ions of the ut ilit ies
collectively. They also ensure on going access to capital and are a
fundamental requirement  for  a publicly t raded company and it s
affiliates.

LIBERTY WA TER AFFILIA TE
COSTALLOCATION METHODOLOGY

TRUSTEE FEES

4. APT Administrative Costs.

Finally, administrative costs incurred by APT such as rent, depreciation of
office furniture, depreciation of computers, and general office costs are required to
house all the services mentioned above. Without these administrative costs, the
employees of APT could no t  perform their  work and provide the necessary
services to the Regulated Utilities.
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Liberty Water

Overhead/
Administrative costs

Utllitles

LPSCO Northern SunriseRio RlcoBella vlsnBlack Mountain Gold Canyon

Timber Creek Fox RiverWoodmark The VillagesTall `l1mbersSouther Sunrise

Piney ShoresHill CountryHolly Lake RanchHoliday HillSOzark Mountain

LIBERTY WA TER AFFILIA TE
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Appendix 1: Overview of Libertv Water Allocation Methodolo2v

I

Direct Labor:
Operations,

Engineering, Time
Sheet driven labor

Allocated Labor:
Accounting,

Customer Service.
HR. etc

Dlrect Charge
Charged based 01

customer count
Charged based on
4 Factor' Allocation

A

Utilities located in Arizona
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Appendix 2: Sample Time Sheet of Liberty Water Employee
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Algonquin Power Trust
Strategic Management, Capital Access Financial

Controls, Administrative Costs

Hyd o utilities

46 Hyd o Facilities

Rio Rico
(13 / )

The Villages
(1/ )

Bl8Gk Mountain
(3 / )

Gold Canyon
(8/ )

Bella Vista
( 1 3 / )

Woodlark
(2/ )

Southern Sunrise
(1/ )

Tall Timbers
(2 / )

Holiday Hills
(1 / )

Ozark Mountain
(1 / )

Holly Lake Ranch
(1/ )

LIBERTY
COST ALLOCA Tn

Appendix 3: Overview of APT Cost Allocations:

46/63 utilities = 73.02%
of costs I 17/63 = 26.98% of

Charged  B as ed  on  c us t <

Utilities (including % of total customers)

UtiIltles In Arlzona

2267690

Hill Country
(1%)

17



IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN
ITS WATER RATES AND CHARGES FOR
UTILITY SERVICE BASED THEREON.

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1)
TO ISSUE EVIDENCE OF
INDEBTEDNESS IN AN AMOUNT NOT
TO EXCEED $1,755,000 IN
CONNECTION WITH (A) THE
CONSTRUCTION OF TWO RECHARGE
WELL INFRASTRUCTURE
IMPROVEMENTS AND (2) TO
ENCUMBER ITS REAL PROPERTY AND
PLANT AS SECURITY FOR SUCH
INDEBTEDNESS.
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1.

Q-

INTRODUCTION AND QUALIFICATIONS

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Brian McBride. My business address is 6100 W. Gila Springs Place,

Suite 7, Chandler, AZ 85226.

Q- ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am providing this rejoinder testimony on behalf of Litchfield Park Service

Company ("LPSCO" or "Company").

Q- DID YOU PREVIOUSLY PROVIDE TESTIMONY ON BEHALF OF THE

COMPANY IN THIS CASE?

Yes, my rebuttal testimony was filed on December 2, 2009 .

Q- WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY?

In my rejoinder testimony, I respond to the surrebuttal testimony of Matt Rowell

submitted by RUCO relating to alleged design errors at the Palm Valley Water

Reclamation Facility ("PVWRF"). Specifically, I have reviewed pages 13-17 of

Mr. Rowell's surrebuttal testimony.
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11.

Q-

RESPONSES TO RUCO'S SURREBUTTAL TESTIMONY.

ON PAGE 14 OF HIS SURREBUTTAL TESTIMONY, MR. ROWELL

SUGGESTS THAT THE "LITCHFIELD PARK SERVICE COMPANY

WATER RECLAMATION FACILITIES STRATEGIC PLANNING AND

EVALUATION REPORT" SPEAKS FOR ITSELF RELATING TO DESIGN

ERRORS AT PVWRF AS ORIGINALLY CONSTRUCTION. DO YOU

FENNEMORE CRAIG
APROFESSIONALCo1wokAT\or<

PHOENIX

A.

A.

A.

A.

A.

AGREE?

I agree in the sense that the Evaluation Report does Mt state that there were any

design errors in the PVWRF as originally engineered and built in 2001-2002. As

stated in my rebuttal testimony, and in the Report itself, that report focuses on

operational challenges with the plant and necessary upgrades to the plant to
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optimize plant operations, treatment, reliability and service. The plant as originally

engineered in 2001-2002 met applicable engineering and regulatory requirements.

In no uncertain terms, Mr. Rowell mischaracterizes the Evaluation Report.

Q, ON PAGE 15 OF HIS SURREBUTTAL, MR. ROWELL ALSO STATES

THAT "NEITHER MR. MCBRIDE NOR MR. SORENSEN DISCUSS [SIC]

WHAT THE SOURCE OF THOSE OPERATIONAL CHALLENGES WAS.

IF THE OPERATIONAL CHALLENGES NOT RESULT FROM

DESIGN AND CONSTRUCTION PROBLEMS WHAT DID THEY RESULT

FROM?" WHAT IS YOUR RESPONSE?
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To be honest, I find it hard to believe that Mr. Rowell and his client RUC() can put

forth these arguments with a straight face. The operational challenges presented at

PVWRF were not the result of design errors or construction errors at the plant as

originally consmcted. Nor were the 2007/2008 upgrades caused by design or

construction errors.

Rather, as I stated in my rebuttal testimony, those 2007/2008 upgrades

increased the plant's reliability and redundancy capabilities in order to optimize

plant operations and service. Specifically, those 2007/2008 upgrades resolved

various operational challenges with the plant that had arisen since commissioning

in 2002. It is a regular occurrence in the industry that a wastewater treatment plant

will be constructed in accordance with approved and appropriate engineering plans,

but the plant will face operational challenges as the facility is operated over several

years. Perhaps the following analogy will explain the situation.

Let's say I make a deal with my 18-year-old son that if he uses his savings

to buy his own car, I will pay for the gas, maintenance, and repairs if he keeps it

until he graduates college. He then finds a used truck he wants to buy. Being a

smart dad, I have it checked out by a mechanic who says everything is in good
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condition and it runs fine. A few months later, my son changes the tires in favor of

new tires, which cost $480. He then hands me a bill for $480 for four new tires.

My son explains that once he started driving the truck he found that the tires that

came with the truck were too loud and hard to drive on his 50-minute highway

commute to college, and that he had to stop for gas twice a week because he was

getting 50% less mpg than if the truck had different tires. Although the original

tires were workable, once he started driving the car he realized that based on a 50

minute highway commute to college, he could upgrade the ones he had, have a

more reliable and easier riding vehicle and save money in the long run. It wouldn't

be fair or reasonable for me to say that my son should have known the tires were

not going to work out and, therefore, $480 should be added to his original cost of

the car.

This analogy illustrates that operational issues and in turn, optimization and

cost saving alternatives arose only after my son has driven the truck for a period of

time. The same holds true for the PVWRF. In the case of the PVWRF, LSPCO

encountered various operational issues that came to light after the plant had been in

operation. By the term "operational issues," I was refening to the fact that LPSCO

retained MES to engineer certain upgrades and improvements to the plant in order

to optimize operations and wastewater service to customers.

Q- WERE THE 2007/2008 UPGRADES TO THE PVWRF CAUSED BY

DESIGN ERRORS IN THE ORIGINAL PLANT?

A. No, the upgrades were made for the reasons stated above and in my rebuttal

testimony. Mr. Rowell's speculation and suggestions to the contrary are not

supported by any facts .
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Q, ON PAGE 15 OF HIS SURREBUTTAL, MR. ROWELL CLAIMS THAT

YOU AND MR. SORENSEN HAVE FAILED TO CLARIFY PLANT
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"ADDITIONS" FROM PLANT "CONVERSIONS." MR. ROWELL ALSO

SAYS "IT IS UNCLEAR WHY PLANT ADDITIONS WERE NECESSARY."

CAN YOU CLARIFY THOSE POINTS FOR MR. ROWELL?

From my perspective, Mr. Rowell's points are nothing more than semantics.

Essentially, LPSCO added to the plant by converting certain portions of the plant.

Specifically, in 2007 and 2008, LPSCO made various improvements to the

PVWRF, including converting an existing aerobic digestion tank to a third SBR

tank and converting the anoxic tanks to an equalization basin. Those 2007/2008

upgrades resolved various operational challenges with the plant that had arisen

since commissioning in 2002. Again, those upgrades were necessary to optimize

treatment, operations, reliability and redundancy capabilities for the plant. Those

conversions were a cost-effective way to make the plant operate more reliably.

That is why I keep using the term "optimize"

Q- ON PAGE 16 OF HIS SURREBUTTAL, MR. ROWELL ALSO SUGGESTS

THAT THE 2007/2008 UPGRADES WERE UNDERTAKEN TO

"INCREASE THE PLANT CAPACITY BY 1.0 MILLION GALLONS PER

DAY." IS THAT ACCURATE?
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No, that is not correct. The 2007/2008 upgrades did not increase the capacity of

the PVWRF. The rated treatment capacity of the plant, with the upgrades is

4.1 mud. That hasn't changed. It appears that Mr. Rowell and RUCO simply don't

understand what it means for a wastewater facility to be improved to increase

reliability and redundancy and thereby decrease operations, maintenance, and crisis

management costs. For the PVWRF, LPSCO added a third SBR reactor, which

increased the plant's redundant SBR tank capacity for use during peak flows and

maintenance of the two main SBR reactors. Adding that tank capacity was
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necessary to increase operational reliability and redundancies, not to increase the

overall treatment capacity of the PVWRF.

Q~ DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Yes, although I do wish to note that I was engaged by LPSCO to address one

specific issue in this case, my silence on any other plant or engineering issue does

not necessarily suggest my agreement. Instead, I just have not evaluated any issues

beyond those I was specifically retained to address.
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IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN
ITS WATER RATES AND CHARGES FOR
UTILITY SERVICE BASED THEREON.
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COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1)
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INDEBTEDNESS.
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OF LITCHFIELD PARK SERVICE
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INDEBTEDNESS IN AN AMOUNT NOT
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RATE BASE, INCOME STATEMENT AND RATE DESIGN
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1.

Q-

INTRODUCTION AND QUALIFICATIONS

PLEASE STATE YOUR NAME AND ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,

Phoenix, Arizona 85029.

Q- ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?

A. On behalf of the applicant, Litchfield Park Service Company ("LPSCO" or the

"Company").

Q- HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THE INSTANT

CASE?

Yes, my direct testimony was submitted in support of the initial application in this

docket. There were two volumes, one addressing rate base, income statement and

rate design, and the other addressing cost of capital. My rebuttal testimony was

also submitted in two separate volumes. Each of those testimonies included my

associated schedules.

Q- WHAT IS THE PURPOSE OF THIS REJOINDER TESTIMONY?
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I will provide rejoinder testimony in response to the surrebuttal filings byStaff and

RUCO. More specifically, this first volume of my rejoinder testimony relates to

rate base, income statement and rate design for LPSCO. I will also address the

testimony by the City of Litchfield Park ("City"). In a second, separate volume of

my testimony, will also provide responses to Staff and RUCO on the cost of

capital and rate of return applied to the fair value rate base, and the determination

of operating income. None of the other parties has addressed cost of capital in its

testimony.

I
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11.

Q-

SUMMARY OF LPSCO'S REJOINDER POSITION

WHAT ARE THE REVENUE INCREASES FOR THE WATER AND

WASTEWATER DIVISIONS THAT THE COMPANY IS PROPOSING IN

THIS REJOINDER TESTIMONY?

For the water division the Company is proposing a total revenue requirement of

$13,707,268, which constitutes an increase in revenues of $6,828,558, or 99.27%

over adjusted test year revenues. For the wastewater division, the Company is

proposing a total revenue requirement of $11,183,500 which constitutes an increase

in revenues of $4,827,126, or 75.94% over adjusted test year revenues.

Q. HOW DO THESE COMPARE WITH THE COMPANY'S REBUTTAL

FILING?

They are both higher. In the rebuttal filing for the water division, the Company

requested a total revenue requirement of $13,637,738, which required an increase

in revenues of $6,759,028, or 98.26%. In the rebuttal filing for the wastewater

division, the Company requested a total revenue requirement of $11,132,993,

which required an increase in revenues of $4,776,618, or 75.15%.

Q. WHY IS THE REQUESTED REVENUE INCREASE HIGHER IN LPSCO'S

REJOINDER FILING FOR BOTH DIVISIONS?

In its rejoinder tiling, LPSCO has updated its deferred income tax ("DIT")

computation. The DIT liability balance is now lower. The update to DIT results in

higher rate bases for both divisions and the higher revenue increases for both

divisions are a direct result of the higher rate bases. I will discuss the updated DIT

computation later in my testimony.
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Q- HAS THE COMPANY MODIFIED ANY OF ITS RATE BASE

RECOMMENDATIONS BASED ON THE SURREBUTTAL TESTIMONIES

OF THE OTHER PARTIES?
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with the exception for a small correction to the sewer division rate base, no. I will

discuss this correction later in my testimony. As you will recall, in the Company's

rebuttal filing the Company adopted a number of adjustments recommended by

Staff and/or RUCO, as well as proposed a number of adjustments of its own based

on known and measurable changes to the test year. As a result, LPSCO, Staff, and

RUCO are now in agreement on a number of issues. I will discuss the remaining

differences between the parties, but from a numbers perspective, the biggest issues

are RUCO's adjustment to capitalized affiliate labor, RUCO's $3.5 million

adjustment to rate base and Staff and RUCO's adjustment to the Central Cost

Allocation. In addition, the other parties' rate designs raise significant concerns.

Q- WHAT ARE THE PROPOSED REVENUE REQUIREMENTS AND RATE

INCREASES FOR THE COMPANY, STAFF, AND RUCO AT THIS STAGE

OF THE PROCEEDING?

For the water division, the proposed revenue requirements and proposed rate

increases are as follows:

Revenue Inch.

$7,759,028

$4,902,602

$4,676,615

$6,812,522

proposed revenue requirements and

% Increase

98.26%

7127%

67.99%

99.04%
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Revenue Requirement

Company-Rebuttal S13,637,738

Staff - Surrebuttal $11,781 ,312

RUCO - Surrebuttal $11,555,325

Company Rej binder $13 ,691 ,231

For the wastewater division, the

proposed rate increases are as follows:

Revenue Requirement

$11 , 132 ,993

$ 9,398,625

$ 8,741,497

3

Company-Rebuttal

Staff - Surrebuttal

RUCO - Surrebuttal

Revenue Inch.

$4,776,618

$3,042,251

$2,382,310

% Increase

75. 15%

47.86%

37.46%
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Company Rejoinder $11,171,515 $4,815,141 75.75%

111.

Q,

RATE BASE

A. Water Division Rate Base

WOULD YOU PLEASE IDENTIFY THE PARTIES' RESPECTIVE RATE

BASE RECOMMENDATIONS FOR THE WATER DIVISION?

Yes, for the water division the rate bases proposed by the parties proposing a rate

base in the case, the Company, Staff and RUCO, are as follows:

OCRB FVRB

Company-Rebuttal $37,502,569 $37,502,569

Staff - Surrebuttal $37, 174,137 $37,174, 137

RUCO - Surrebuttal 336,946,801

Company Rejoinder $37,762,676 $37,762,676

None of the other parties has made a specific proposal regarding rate base,

revenues or expenses.

$36,946,801

Q-

1. Plant-in-service.

WOULD YOU PLEASE DISCUSS THE COMPANY'S PROPOSED

ORIGINAL COST RATE BASE FOR THE WATER DIVISION, AND

IDENTIFY ANY ADDITIONAL ADJUSTMENTS YOU HAVE ACCEPTED

FROM STAFF AND/OR RUCO?

The Company's rejoinder rate base adjustments to the water division OCRB are

detailed on rejoinder schedules B-2, pages 3 through 6. Rejoinder Schedule B-2,

page 1 and 2, summarize the Company's proposed adjustments and the rejoinder

OCRB. I have previously discussed the Company's proposed plant-in-service

("PIS") adjustments and will not repeat them here.l The Company is not proposing
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1 Rebuttal Testimony of Thomas J. Bourassa (Rate Base, Income Statement and Rate Design
Determination of Rate Base and Rates) ("Bourassa Rb.") at 6-8.

Phase I
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any changes to its previously proposed adjustments, nor is it recommending any

additional adjustments to rate base at this stage of the proceeding.

Q- WHAT ARE THE REMAINING DIFFERENCES BETWEEN STAFF,

RUCO AND THE COMPANY FOR CAPITALIZED EXPENSES?

RUCO proposes to capitalize expenses totaling $19,989.2 The detail of RUCO's

capitalized expense can be found in RUCO's operating income adjustment number

4a.3 The Company and RUCO are now in full agreement as to the amount of

capitalized test year expenses.4

Staff agrees that amounts related to clocks for well site of $1,114 and a

distribution system evaluation of $8,600 should be capitalized.5 Additionally,

however, the Company proposes to capitalize a well spacing evaluation of $1,380,

well rehabilitation costs of $4,072, and a well impact analysis of $4,823 for which

Staff disagrees. It is unclear why Staff disagrees with the Company proposed

additional capitalized expenses as Staff has not provided an explanation.

Q- ARE STAFF AND RUCO NOW IN AGREEMENT WITH THE COMPANY

ON THE ADDITION OF $21,000 OF ORGANIZATIONAL COSTS?

Yes.6 The $21,000 is for organization costs approved in the last decision and was

proposed by RUCO in its direct filing.7
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2 See Surrebuttal testimony of Sons S. Rowell ("S Rowell Sb.") at 5, RUCO Water Surrebuttal Schedule 3,
page 4 of 4, Adjustment Number 23.

3 See RUCO Water Surrebuttal Schedule 4, page 3 of 9, Adjustment Number 4a.

4 See Company Water Rejoinder Schedule B-2, page 3.3.

See Staff Surrebuttal Schedule JMM-W-7, Surrebuttal Testimony of Jeffrey M. Michlik for  Water
Division ("Michlik W Sb.") at 4.

See RUCO Water  Surrebuttal  Schedule 3,  page 2 of 4,  Adjustment Number  16,  Staff Surrebuttal
Schedule JMM-W7, Company Water Rejoinder Schedule B-2, page 3.

7 See Direct Testimony of Sonn S. Rowell ("S Rowels Dt.") at 6.
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Q- ARE STAFF AND RUCO NOW IN AGREEMENT WITH THE COMPANY

ON THE REMOVAL OF $7,072 OF OFFICE RENT FROM PLANT-IN-

SERVICE?
8Yes.

Q- DOES THE COMPANY CONTINUE TO DISAGREE WITH RUCO ON

THE REMOVAL CAPITALIZED REPAIRS FROM PLANT-IN-SERVICE?

Yes. RUCO asserts that several repair invoices should be expensed rather than

capitalized. These invoices include $8,700 of 2001 repairs (two $3,000 invoices

and one $2,700 invoice)9, $4,170 of 2002 repairs (two invoices from Yahweh

Contracting for $2,085)1°, $1,391 of 2004 repairs (one invoice from Pyramid West

Contracting for $1391)", $26,648 of 2005 repairs (several invoices from Ram

Pipelines totaling $26,648)12, and $3,227 of 2006 repairs (one invoice from

Yahweh Contracting for $2,450 and one invoice from Ram pipelines for $777)13,

and $400 of 2003 repairs (one invoice from MS Hernandez Contracting).14 As I

have testified, repairs that extend the life of plant and/or provide benefits of more

than one year should be capitalized.15 The costs associated with the work on these

invoices meet those criteria.

Q- HAS STAFF PROPOSED A SIMILAR ADJUSTMENT?
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No.

8 See RUCO Water Surrebuttal Schedule 3, page 2 of 4, Adjustment Number 1, Staff Surrebuttal Schedule
JMM-W7, Company Water Rejoinder Schedule B-2, page 3.

9 S Rowell Dt. at 6, RUCO Water Surrebuttal Schedule 3, page 3 of 4, Adjustment Number 15.

10 See RUCO Water Surrebuttal Schedule 3, page 3 of 4, Adjustment Number 16.

11 See RUCO Water Surrebuttal Schedule 3, page 4 of 4, Adjustment Number 18.

12 See RUCO Water Surrebuttal Schedule 3, page 4 of 4, Adjustment Number 19.

13 See RUCO Water Surrebuttal Schedule 3, page 4 of 4, Adjustment Number 20.

14 See RUCO Water Surrebuttal Schedule 3, page 4 of 4, AdjustMent Number 22.

15 Bourassa Rb. at 17
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Q, PLEASE COMMENT ON RUCO'S PROPOSAL TO REMOVE COSTS FOR

UNSUPPORTED PLANT.

RUCO proposes to remove $242,119 from Structures and Improvements,

supposedly due to a lack of documentation for a 2004 journal entry and $7,020 for

an unsupported amount from Pyramid West.16 RUCO also proposes to remove

$96,170 for Land and Land Rights.17 I have examined the supporting detail for the

2004 journal entry of $242,119 that was provided to the parties in data response

JMM 1.52 and it is comp1ete.l8 As such, it is difficult to understand RUCO's

position on this item.

I have also examined the documentation for the $7,019.58 amount for

Pyramid West. I find that the general ledger entries and payment information

reflect the $7,019.58 amount, and that the amount is consistent with other entries

for Pyramid West, an amount no party argues is unreasonable. There is no basis to

remove it under those circumstances.19

Finally, I reviewed the documentation for the $96,170 RUCO proposes to

remove from Land and Land Rights. The $96,170 is made up of $27,040 of

Algonquin affiliate labor, $40,013 of New Spring affiliate labor, $9,000 of rent,

and $20,117 of accruals. I find that the affiliate labor costs are related to

permitting and engineering, the rent was to be applied to the purchase price of the

land, and the accruals (supported by invoices) are for affiliate labor and non-

affiliate services related to permitting and engineering. The Company believes

these are legitimate costs related to land and land rights and I agree.
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16 See RUCO Water Surrebuttal Schedule 3, page 3 of 4, Adjustment Number 18.

17 See RUCO Water Surrebuttal Schedule 3, page 2 of 4, Adjustment Number 8.

18 See Company response to Staff data request JMM 1.52, attached hereto as Exhibit TJB-RJ1.

19 An invoice in the amount of roughly $4100 cold not be located, however, the other indicia of cost are
more than adequate, especially given that no party argues the costs are unreasonable.
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Q- DOES RUCO CONTINUE TO PROPOSE TO EXCLUDE ALL

CAPITALIZED AFFILIATE LABOR?

A. Yes.20 The Company continues to disagree with RUCO's proposal. I have

previously testified to the Company's position on this issue and will not repeat that

testimony here.21

Q- PLEASE RESPOND THE Ms. ROWELL'S COMMENT THAT A WORK

PAPER FILE ON AFFILIATE LABOR WITH OUT BACK-UP

INFORMATION IS NOT PROPER ACCOUNTING?

A. Frankly, I am a bit perplexed. The information contained in the work paper file

came from the Company's payroll and job costing system and included the date,

employee name, hours, rate, project and job number, project name, and NARUC

account. The detail comprised over 14,000 records. The Company did not provide

any additional information because of the voluminous nature of the transactions.

But, more importantly, RUCO never asked for additional information.

Q, DOES STAFF PROPOSE A SIMILAR ADJUSTMENT TO REMOVE

AFFILIATE LABOR?

A. No.

Q-

2. Accumulated Depreciation.

PLEASE EXPLAIN YOUR ADJUSTMENTS TO ACCUMULATED

DEPRECIATION.

Rebuttal B-2 adjustment 2, as summarized on Rebuttal Schedule B-2, page 2,

consists of three adjustments labeled as "A," "B," and "C" on Rebuttal Schedule B-

2, page 4. I have previously discussed the Company's proposed accumulated
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20 S Rowell Sb. at 6, RUCO Water Surrebuttal Schedule 3, page 3 of 4, Adjustment Numbers 10-14.

21 Bourassa Rb. at 13-15.
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depreciation adjustments and will not repeat them here." The Company is not

proposing any changes to its previously proposed adjustments, nor is it

recommending any additional adjustments at this stage of the proceeding.

Q. DOES STAFF NOW TREAT THE REMOVAL OF THE BOOSTER

STATION AS A RETIREMENT?

A. Yes.23 All the parties agree to remove $78,879 of accumulated depreciation for the

booster station retirement.24

Q, PLEASE EXPLAIN THE REMAINING DIFFERENCES BETWEEN THE

PARITIES WITH RESPECT TO ACCUMULATED DEPRECIATION.

The remaining differences between the parties with respect to accumulated

depreciation are primarily due to differences in the PIS adjustments discussed

previously.

Q-

3. Deferred Income Taxes (DIT)

HAS THE COMPANY PROPOSED A REJOINDER ADJUSTMENT TO

DEFERRED INCOME TAXES FOR THE WATER DIVISION?

A. Yes. In rejoinder B-2 adjustment 3, as shown on Schedule B-2, page 2, the

Company's DIT liability is decreased by $78,421 to $188,053. The Company

proposed DIT reflects the Company's rejoinder proposed changes to PIS,

accumulated depreciation, AIAC and CIAC. The details of the Company's

rejoinder proposed DIT adjustment is shown on Rejoinder Schedule B-2, page 5.

As in the rebuttal tiling, the rejoinder computation of DIT starts with the tax value
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22 Bourassa Rb. at 8-9.

23 Michlik W Sb. at 4; Staff Surrebuttal Schedule JMM-W8 .

24 See RUCO Water Surrebuttal Schedule 2, page 2 of 4. Line 19 reflects a previously recorded retirement
of $6,100 plus the $78,879 for the booster station. The total accumulated depreciation reduction as shown
is $84,979 ($6,100 plus $78,979); Company Water Rejoinder Schedule B-2, page 3.
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at December 31, 2008 and is adjusted to reflect the tax value of PIS at September

30, 2008.

Q- HAVE YOU UPDATED THE APPROACH TO ESTIMATING THE TAX

VALUE OF ASSETS AT THE END OF THE TEST YEAR FROM THE

REBUTTAL FILING?

A. Yes. My rebuttal computation was incomplete. In particular, I neglected to

incorporate prior year tax depreciation and reflect the Company's proposed

changes to PIS in the instant case, including adjustments for capitalized expenses

and the removal of affiliate profit. I also identified the book versus tax differences

for PIS through the end of the test year taking into consideration recorded AIAC

and CIAC l

Q- HAVE STAFF OR RUCO PROPOSED CHANGES TO THE COMPANY'S

DEFERRED INCOME TAXES?

A. Staff adopted the Company's proposed rebuttal DIT of $448,l60, but has not had

an opportunity to review the Company's rejoinder computation.26 For this reason,

Mr. Michlik testifies that while Staff agrees with the Company's methodology,

Staff is still reviewing the DIT computation."

RUCO prepared a DIT computation of its own totaling $446,540.28

However, RUCO computation is seriously flawed in several respects. First, RUCO

computes deferred income taxes through December 31, 2006, rather than through

the end of the test year (September 30, 2008). Second, RUCO does not adjust the

tax value for its proposed adjustments to PIS. Third, RUCO does not identify all

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

25 See Company Water Rebuttal Schedule B-2, page 5.

26 Staff Surrebuttal Schedule JMM-wl0.

27 Michuk w sh. at 6.

28 S Rowell Sb. at 4, RUCO Water Surrebuttal Schedule 2, pages 1-4.
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differences between the tax and book basis of PIS as the Company's computation

does. Finally, RUCO does not account for bonus depreciation nor does RUCO

recognize any future tax benefits from bonus depreciation.

Q- WHY IS THERE A FUTURE TAX BENEFIT FROM BONUS

DEPRECIATION?

A. The bonus depreciation deduction results in a tax loss for the test year. In other

words, there was no ability to take full advantage of the bonus depreciation

deduction for tax purposes (the bonus depreciation exceeded taxable income before

depreciation for the test year). The tax loss will provide future tax benefits as an

offset to future taxable income and accordingly results in a DIT asset. The tax

benefits from the unused bonus depreciation can be accounted for in the DIT

computation by either recognizing the tax benefit as a separate component of DIT

(as is shown in the Company's DIT computation as a tax asset29) or by adding back

the unused bonus depreciation to the tax value of PIS, which will lower the DIT

liability component of the computation. Either way, the net DIT will be the same.

Q- IS THE RECOGNITION OF FUTURE TAX BENEFITS FROM TAX

LOSSES IN CONFORMANCE WITH THE STATEMENT OF FINANCIAL

ACCOUNTING STANDARDS NUMBER 109?

A. Yes.

4. Advances-in-aid of Construction (AIAC) and Contributions-in-
aid of Construction (CIAC).

Q- DO THE PARTIES NOW AGREE TO AIAC AND CIAC RELATED TO

THE BOOSTER STATION RETIREMENT?
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26 29 See Company Water Rejoinder Schedule B-2, page 5.
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Yes. The Company proposes a decrease to AIAC of $8,677 and a decrease to

CIAC of $7,888.30 Staff and RUCO propose similar adjustments.31

Q.

5. Reclassification of AIAC to Customer Meter Deposits.

PLEASE DISCUSS RUCO AND STAFF'S RECOMMENDED

RECLASSIFICATION OF AIAC TO CUSTOMER METER DEPOSITS?

A. In the Company's rebuttal testimony, the Company proposes a decrease to AIAC

of $2,238,022 and an increase to Customer Meter Deposits of $2,238,022.32 Staff

now agrees to reclassify the AIAC to Customer Meter Deposits." RUCO has not

adopted this reclassification. However, while RUCO has not adopted this

adjustment, RUCO's total deduction to rate base for AIAC and Customer Meter

Deposits is the same as the Company's.

Q-

6. Removal of Security Deposits.

DO STAFF AND RUCO REMOVE SECURITY DEPOSITS FROM

CUSTOMER METER DEPOSITS AS PROPOSED BY THE COMPANY?

RUC() agrees to remove security deposits.34 Staff does not remove security

deposits.35

Q. WHY?

A. Staff asserts that security deposits are similar in nature to AIAC." However,

unlike AIAC, there are no corresponding PIS in rate base matching the security

deposit amounts. Staff also asserts that the deposits are available for the Company
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30 Bourassa Rb. at 11.

31 S Rowels Sb. at 4, Staff Surrebuttal Schedule JMM-W6.

32 Bourassa Rb. at 12.

33 Michuk W Sb. at 5.

34 S Rowell Sb. at 4.

35 michlik W sh. at 5.

36 michlik W sh. at 5.
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to use in support of its rate base. This does not make sense. As I have stated, there

is no corresponding PIS in rate base. Further, the Company pays interest on

security deposits. So, not only does the rate base deduction for security deposits

reduce the Company's earnings (return), the Company earnings get further eroded

by having to pay interest. Staffs proposal to include security deposits in rate base

should be rejected."

Q. HAS STAFF

EXPENSES?

PROPOSED INTEREST EXPENSE IN OPERATING

A. No.

Q.

7. Debt Issuance Costs.

DOES RUCO NOW AGREE TO REMOVE DEBT ISSUANCE COSTS

FROM RATE BASE?

Yes.38 The Company agreed with Staffs adjustment and proposed to remove the

debt issuance costs in the Company's rebuttal tiling." Now RUCO agrees too.

Q-

8. Remaining Rate Bases Issues.

PLEASE DISCUSS THE POSITIONS OF STAFF AND RUCO WITH

RESPECT TO THE DEFERRED REGULATORY ASSETS THE

COMPANY PROPOSES TO INCLUDE IN RATE BASE.

Staff continues to propose to exclude the Company proposed deferred regulatory

assets from rate base.4° The Company continues to believe that the deferred

regulatory assets should be included in rate base. Mr. Sorensen responds to Staff' s
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See also Rejoinder Testimony of Greg Sorensen (Phase I - Determination of Rate Base and Rates)
("Sorensen Ry.") at 11.

38 s Rowell sh. at 3.
39 Bourassa Rb. at 13.

40 michuk W sh. at 6.
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surrebuttal testimony and discusses this issue in more detail in his rejoinder

testimony.41

RUCO agrees to including the deferred regulatory costs in rate base,

however, RUCO also continues to propose to reduce the deferred regulatory asset

by $8,256 (one year of amortization).42 Despite RUCO assertion that is allowing

the Company to earn a return on pnldently spent money while beginning to recover

that cost each year, RUCO's does not adequately explain why it is appropriate to

reduce the balance by one year of amortization in light of my rebuttal testimony on

this issue.43

Q-

B. Wastewater Division Rate Base

WOULD YOU PLEASE IDENTIFY THE PARTIES' RESPECTIVE

WASTEWATER RATE BASE RECOMMENDATIONS?

Yes, for the Wastewater Division the rate bases proposed by the parties proposing a

rate base in the case, the Company, Staff and RUCO, are as follows:

OCRB FVRB

Company-Rebuttal $28,034,855 $28,034,855

Staff -Surrebuttal $27,861,961 $27,861,961

RUCO-Surrebuttal $22,750,383 $22,750,383

Company Rebuttal $28,222,289 $28,222,289

Again, the other parties have not made specific proposals for rate base.

Q-

1. Plant-in-service.

WOULD YOU PLEASE DISCUSS THE COMPANY'S PROPOSED

ORIGINAL COST RATE BASE FOR THE WASTEWATER DIVISION,
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41 See Sorensen Ry. at 12-13.

42 s Rowell Dr. at 34.

43 Bourassa Rb. at 18.
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AND IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM

STAFF AND/OR RUCO?

The Company's rebuttal rate base adjustments to the wastewater division's OCRB

are detailed on rebuttal schedules B-2, pages 3 through 6. Rebuttal Schedule B-2,

page l and 2, summarize the Company's proposed adjustments and the rebuttal

OCRB. I have previously discussed the Company's proposed PIS adjustments and

will not repeat them here.44 The Company is not proposing any changes to its

previously proposed adjustments, nor is it recommending any additional

adjustments at thisstage of the proceeding, except for a small correction of an error

to removed an erroneous entry for office rent of $7,072.45

Q- DO STAFF AND RUCO NOW AGREE ON THE COST OF THE ODOR

CONTROL UNIT TRANSFERRED TO BLACK MOUNTAIN SEWER?

Yes. Both Staff and RUCO now agree to remove $38,250 from PIS.46

Q- WHAT ARE THE REMAINING DIFFERENCES BETWEEN STAFF,

RUCO AND THE COMPANY FOR CAPITALIZED EXPENSES?

The Company continues to propose to capitalize $25,702 of expenses.47 RUCO

continues to propose to capitalize $17,124 of expenses.48 The difference between

the Company and RUCO is that the Company continues proposes to capitalize a

filter system repair of $8,054, and the cost of work on a UV system of $525

recorded during the test year which RUCO does not. I have previously testified as
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44 Bourassa Rb. at 19-21.

45 See Company Wastewater Rebuttal Schedule B-2, page 3 corrected by Company Wastewater Rejoinder
Schedule B-2, page 3, excluding this entry.

46 See RUCO Wastewater Surrebuttal Schedule 3, page 2 of 4, Adjustment Number 5; Staff Surrebuttal
Schedule JMM- 6.

47 Bourassa Rb. at 20, Company Wastewater Rejoinder Schedule B-2, page 3.3.

48 See RUCO Wastewater Surrebuttal Schedule 3, page 2 of 4, Adjustment Numbers 6 and 7.
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to why these two amounts should be capitalized and will not repeat that testimony

l'1€T€.49

Q- DOES THE FACT THAT THEY WERE FOR WORK THAT OCCURRED

PRIOR TO THE TEST YEAR PREVENT THE $8,054 AND $525 FROM

BEING CAPITALIZED?

No, contrary to what RUCO suggests5°,

expenditure no matter if it was for work during the test year or prior to the test

year. Otherwise utilities could only build plant during a test year, which is

obviously not the case.

a capital expenditure is a capital

Q- HAS RUCO RESPONDED TO YOUR REBUTTAL TESTIMONY ON WHY

THESE TWO AMOUNTS SHOULD BE CAPITALIZED?

No.

Q- PLEASE CONTINUE. HAS STAFF PROPOSED TO CAPITALIZE ANY

EXPENSES?

Yes. Like RUCO, Staff proposes to capitalize $17,123 of test year expenses.51

Again, the difference is comprised of the two invoice amounts discussed

previously. And, like RUCO, Staff does not explain why these two invoices should

not be capitalized.

Q- PLEASE COMMENT ON THE REMOVAL OF COSTS FOR THE LIFT

STATIONS.
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49 Bourassa Rb. at 20.

50 S Rowell Sb. at 16.

51 Surrebuttal Testimony of Jeffrey M. Michlik for Wastewater Division ("Michlik WW Sb.") at 4; Staff
Surrebuttal Schedule JMM-WW7 .

FENNEMORE CRAIG
APROFESSIONALCoRpokAT1or

PHOENIX

A.

A.

A.

16



A. Both the Company and Staff propose to remove $554,97752 whereas RUCO

proposes to remove $544,977.53 All we know is that RUCO believes its amount is

correct based on the information it reviewed, we do not know much about why

RUCO disagrees with our number.54

Q- ARE THERE ANY OTHER REMAINING RATE BASE DISPUTES WITH

RUCO.

A. Yes. RUCO continues to propose to exclude $36,500 of costs related to work

performed by Pacific Advanced Civil Engineering related to the permitting of the

Palm Valley Water Reclamation Facility ("PVWRF").55 RUCO has not responded

to the Company's rebuttal testimony on this issue.56

Q- PLEASE COMMENT ON RUCO'S PROPOSAL TO RECLASSIFY REPAIR

INVOICES FROM PRECISION ELECTRIC TO CONTRACTUAL

SERVICES OTHER.

RUCO proposes to reclassify $136,488 of 2008 capital repair costs to test year

expense (Contractual Services - Other) and to remove $33,887 of 2007 capital

repair costs- $14,691 of which is reclassified to test year expense.57 The Company

disagrees as these are legitimate capital repairs. These costs are for repairs which

either extent the life of existing plant or the repairs have useful lives of more than
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52 Bourassa Rb. at 19, Direct Testimony of Jeffrey M. Michlik for Wastewater Division ("Michlik WW
Dt.") at 7.

53 s Rowell Sb. at 12.
54 s Rowels Sb. at iz-13.
55 RUCO Wastewater Suirebuttal Schedule 3, page 2 of 4.

56 Rebuttal Testimony of Greg Sorensen (Phase I - Determination of Rate Base and Rates) ("Sorensen
Rb.") at 18-20.

See RUCO Wastewater Surrebuttal Schedule 3, page 2 of 4, Adjustment Number 8, and RUCO
Wastewater Schedule 3, page 3 of 4, Adjustment Number 9.
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one year. Further these costs are comprised of invoices in the $14,000 to $29,000

range and far exceed the typical threshold for expensing rather than capitalizing.

Q- DOES STAFF PRGPOSE SIMILAR ADJUSTMENTS?

A. No.

Q- DOES RUCO CONTINUE TO PROPOSE TO EXCLUDE ALL

CAPITALIZED AFFILIATE LABOR?

A. Yes.58 Again, the Company continues to disagree with RUCO's proposal. I have

previously testified to the Company's position on this issue and will not repeat that

testimony here.59 I have also addressed RUCO's surrebuttal comments previously

in this testimony and will not repeat that testimony.

Q. DOES RUCO CONTINUE TO PROPOSE TO REMOVE $3.5 MILLION OF

COSTS RELATED TO THE PALM VALLEY RECLAMATION

FACILITY?

Yes.60 The Company continues to disagree with RUCO's proposal. The

Company's position is further addressed in the rejoinder testimonies of Mr.

McBride and Mr. Sorensen.

Q-

2. Accumulated Depreciation.

PLEASE EXPLAIN YOUR ADJUSTMENTS TO ACCUMULATED

DEPRECIATION.

Rebuttal B-2 adjustment 2, as summarized on Rebuttal Schedule B-2, page 2,

consists of three adjustments labeled as "A," "B," and "C" on Rebuttal Schedule B-

2, page 4. I have previously discussed the Company's proposed accumulated
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58 See RUCO Wastewater Surrebuttal Schedule 3, pages 3 of 4 and 4 of 4, Adjustment Numbers 10-19.

59 Bourassa Rb. at 13-15.

60 See RUCO Wastewater Surrebuttal Schedule 3, page 4 of 4, Adjustment Number 20.
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depreciation adjustments and will not repeat them here.61 The Company is not

proposing any changes to its previously proposed adjustments nor is it

recommending any additional adjustments at this stage of the proceeding.

Q- DOES STAFF now TREAT THE REMOVAL OF THE LIFT STATIONS

AS RETIREMENTS?

Yes.62 Both Staff and the Company now agree to remove $554,977 of accumulated

depreciation for the booster station retirement.

Q- WHAT IS RUCO'S ADJUSTMENT TO

DEPRECIATION FOR THE LIFT STATION RETIREMENTS?

ACCUMULATED

$544,997. 63 This adjustment is consistent with RUCO's proposed adjustment to

PIS for the lift stations, which I addressed immediately above.

Q. DO STAFF AND RUCO NOW AGREE ON THE ACCUMULATED

DEPRECIATION ADJUSTMENT RELATED TO THE ODOR CONTROL

UNIT TRANSFERRED TO BLACK MOUNTAIN SEWER COMPANY?

Yes.
. . 64

depreciation.

Staff and RUCO agree to remove $11,040 of related accumulated

Q. HAS STAFF OR RUCO ADOPTED THE COMPANY'S PROPOSED

ADJUSTMENT TO ACCUMULATED DEPRECIATION OF $8,003

RELATED TO DECOMMISSIONING COSTS OF THE LITCHFIELD

GREENS LIFT STATION?
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No. And, neither Staff nor RUCO has addressed this issue. I explained this

adjustment in my rebuttal testimony and will not repeat my testimony here. 65

61 Bourassa Rb. at 21-22.

62 Michlik WW Sb. at 4, see Staff Surrebuttal Schedule JMM-WW8.

63 S Rowell Sb. at 12.

64 See Staff Surrebuttal Schedule JMM-WW4, Adjustment Number 2, S Rowels Sb. at ll.

65 Bourassa Rb. at 22.
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Q- PLEASE EXPLAIN THE REMAINING DIFFERENCES BETWEEN THE

PARTIES WITH RESPECT TO ACCUMULATED DEPRECIATION.

The remaining differences between the parties with respect to accumulated

depreciation are primarily due to differences in the PIS adjustments discussed

previously.

Q-

3. Deferred Income Taxes (DIT)

HAS THE COMPANY PROPOSED A REJOINDER ADJUSTMENT TO

DEFERRED INCOME TAXES FOR THE WASTEWATER DIVISION?

Yes. In rebuttal B-2 adjustment 3, as shown on Schedule B-2, page 2, the

Company's deferred income tax liability is increased by $124,556 to $140,544.

The details of the Company's rejoinder proposed DIT adjustment is shown on

Rejoinder Schedule B-2, page 5. I previously explain the reasons for and means of

updating the Company's DIT computation in my discussion of the water division

rate base above. Staffs need for further review of the calculation despite

agreement on the methodology applies here as well.66 RUCO's DIT computation

of its own totaling $333,80367 is flawed for the same previously in this testimony.

Q-

4. AIAC and CIAC.

DO THE PARTIES NOW AGREE TO ADJUST AIAC AND CIAC

RELATED TO THE LIFT STATION RETIREMENTS?

Yes. The Company proposes a decrease to AIAC of $16,649 and a decrease to

CIAC of $93,346.68 Staff and RUCO propose similar adjustments.69
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66 Michlik W Sb. at 6.

67 S Rowell Sb. at 14, RUCO Wastewater Surrebuttal Schedule 2, page 3.

68 Bourassa Rb. at 23 .

69 s Rowell Sb. at 12, staff Surrebuttal Schedule JiM-wwe.
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Q,

5. Removal of Security Deposits.

DO STAFF AND RUCO REMOVE SECURITY DEPOSITS FROM

CUSTOMER METER DEPOSITS AS PROPOSED BY THE COMPANY?

RUCO agrees to remove security deposits.70 Staff does not remove security

deposits." In fact, Staff continues proposes to increase Customer Meter Deposits

from $68,685 to 81,798.72 Again, these are security deposits, not customer meter

deposits. These amounts should not be included in rate base. I have previously

testified on this issue and will not repeat that testimony here.

Q-

6. Debt Issuance Costs.

DOES RUCO NOW AGREE TO REMOVE DEBT ISSUANCE COSTS

FROM RATE BASE?

Yes.73 As you will recall, the Company agreed with Staffs adjustment and

proposed to remove the debt issuance costs in the Company's rebuttal filing.74

Iv.

Q-

INCOME STATEMENT

A. Water Division Revenue and Expenses.

WOULD YOU PLEASE DISCUSS THE COMPANY'S WATER DIVISION

PROPOSED ADJUSTMENTS TO REVENUES AND EXPENSES AND

IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM STAFF

AND/OR RUCO?

The CompaNy rebuttal adjustments for the water division are detailed on Rej binder

Schedule C-2, pages 1-14. The rejoinder income statement with adjustments is
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70 S Rowell Sb. at 12.

71 Michuk kw Sb. at 5.

72 Michuk ww Dr. at 9.

73 s Rowell Sb. at 11.

74 Bourassa Rb. at 24.
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summarized on Rebuttal Schedule C-1, page 1-2. I have previously discussed the

Company's proposed accumulated depreciation adjustments and will not repeat

them here.75 The Company is not proposing any changes to its previously

proposed adjustments, nor is it recommending any additional adjustments at this

stage of the proceeding. Notably though, proposed property taxes and income

taxes have been adjusted to reflect the rej binder proposed revenues .

Q. DOES STAFF NOW AGREE TO COMPUTE CIAC AMORTIZATION

USING ACCOUNT SPECIFIC RATES?
76Yes.

Q. DO YOU FIND AN ERROR IN STAFF'S COMPUTATION OF

DEPRECIATION EXPENSE?

A. Yes. Staff s computation of depreciation expense excludes the costs of post test

year plant totaling $1,885,770. Consequently, Staff's depreciation expense is

understated by $62,796 ($1,885,770 times 3.33%). Putting that aside, with the

correction to the CIAC amortization rate, the difference in the depreciation and

amortization expense recommended by each of the parties is now a function of

each of the parties' respective PIS and CIAC adjustments and not the result of

differences in the depreciation rates or the amortization rates.

Q. HAS RUCO MODIFIED ITS PROPERTY TAX COMPUTATION TO USE

TWO YEARS OF ADJUSTED TEST YEAR REVENUES AND ONE YEAR

OF PROPOSED REVENUES?

Yes.77 The differences in the level of property tax expense recommended by each

of the party's is now a function of each of the parties' respective adjusted and
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75 Bourassa Rb. at 21-22.
76 Michlik W Sb. at 8.

77 S Rowell Sb. at 8, see RUCO Water Surrebuttal Schedule 4, page 8 of 9.
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proposed revenues rather than a difference in the revenue components used in the

property tax computation.

Q.

1. Remaining Revenue and Expense Issues.

PLEASE IDENTIFY ANY REMAINING ISSUES IN DISPUTE WITH

RUCO AND/OR STAFF.

A.

1 81because they are "non-recumng".

RUCO has not adopted the Company's proposal to increase bad debt expense by

$5,284 reflecting the Company's adoption of Staff's normalization adjustment.78

In an effort to reduce an issue in dispute, LPSCO also proposes to nonnalize

fuel for power production expense and reduces expense by $20,309.79 Staff agrees

with the Company's proposal.80 However, RUCO continues to propose

disallowing $56,381 of fuel for power expenses incurred during the test year

We disagree and the amount proposed reflects

the best measure of the amount likely to be incurred during the period the rates

approved in this rate case will be in effect.

RUCO and the Company disagree on the level of chemicals expense. While

the Company adopted a $305 adjustment to remove expense that was proposed by

RUCO, RUCO proposes to remove an additional adjustment $749.82 The

Company has examined the all the entries and invoices and concludes that the $749

invoice RUCO seeks to remove was for expenses incurred during the test year.

Q- DOES STAFF REMOVE AN ADDITIONAL $749 FROM CHEMICALS

EXPENSE?
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78 Michlik W Dt. at 20.

79 Bourassa Rb. at 31.

80 michuk W Sb. at 8.

81 S Rowels Dr. at 7.

82 s Rowell Sb. at 6.
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A. No. Staff agrees with the Company and removes the $305 amount.83

Q- PLEASE CONTINUE.

RUCO and the Company disagree on RUCO's proposal to  remove $9,638 of

allegedly "non-recurring expenses" from Outside Services-Other.84 The Company

believes the remaining $9,636 reflects the nature and level of expense that  is

expected to be incurred on a going forward basis and therefore the costs should be

allowed in operating expense.

Q- PLEASE CONTINUE.

RUCO and the Company also disagree on RUCO's proposal to remove $5,260 of

RUCO asser t ed unnecessary expense from Out side Services -  Other . The

Company continues to agree to remove the allocated portion of expenses related to

a holiday party and the costs for Diamondbacks games totaling $3,191 proposed by

RUCO.85 However, the Company disagrees with the removal of remainder of the

allocated portion of the costs of dues and memberships, business publications, and

travel.86 The Company believes these are prudent and necessary expenses. Travel

is a necessary part of insuring hands-on oversize of the Company by Algonquin.

Dues, memberships and publications provide, among other things, access to lower

cost goods and services, access to industry knowledge and expertise, training, and

information on the very latest developments in technology and practices.

Q- DOES STAFF PROPOSE TO REMOVE SIMILAR EXPENSES RELATED

TO A HOLIDAY PARTY AND DIAMONDBACK TICKETS?
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83 Michlik W sh. at 8.

84 See RUCO Water Surrebuttal Schedule 4, page 3 of 9, Adjustment Number 4a.

85 See Company Water Rejoinder Schedule C-2, page 10.

86 See RUCO Water Direct Schedule 4, page 7 of 15.
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A. Yes. Like the Company, Staff proposes to remove $3,191 of unnecessary

€XP€1'1S€.87

Q- DOES STAFF REMOVE CAPITALIZED EXPENSES FROM OUTSIDE

SERVICES SIMILAR TO THE COMPANY AND RUCO PROPOSALS?

Yes. Except that Staff only proposes to remove $9,714 of capitalized expenses

from Outside Services - Other.88 The $9,714 is comprised of one invoice for

$1,114 and one invoice for $8,600 and represents a portion of the $19,989 that both

the Company and RUCO propose to remove.89

Q. DO RUCO AND STAFF CONTINUE TO PROPOSE ADJUSTMENTS TO

THE CENTRAL OFFICE COST ALLOCATION?

Yes.90 RUCO proposes to remove $286,799 of Central Office costs down from the

$291,708 in its direct fi1ing.9' Likewise, Staff is recommending removal of

$250,182 of Central Office costs.92 Mr. Tremblay presents LPSCO's response on

this issue in his rej binder testimony.

Q- ISN'T STAFF NOW PROPOSING TO REMOVE EMPLOYEE BONUSES?

Yes. Staff is proposing to remove $26,477 of bonuses from operating expenses

which is the allocated water division portion of $52,954 of employee bonuses paid

during the test year. Mr. Sorensen addresses this issue further in his rejoinder

testimony.93
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87 Michlik W Sb. at 8, see also Staff Surrebuttal Schedule JMM-wl8.

88 Michlik W Sb. at 8, see also Staff Surrebuttal Schedule JMM-wl8.

89 Bourassa Rb. at 32, see RUCO Surrebuttal Schedule 4, page 3 of 9, Adjustment Number 4a.

90 S Rowell Sb. at 7.

91 S Rowell Sb. at 7.

92 See Staff Surrebuttal Schedule JMM-wl8.

93 Sorensen Rj. at 13.
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Q. WHERE DO THE PARTIES STAND ON RATE CASE EXPENSE?

A. There remains a dispute over portions of rate case expense. Staff and RUCO's

amortization period of five years which lowers the annual level of expense. The

Company disagree with a five year amortization period for the reasons explained in

Mr. Sorensen's rejoinder.

Q- IS THERE ANY DISPUTE OVER THE AMOUNT OF RATE CASE

EXPENSE?

We do not currently have a dispute over the amount of rate case expense. However,

the Company is currently evaluating and determining the amount of rate case

expense incurred so far.

Q- WHY IS THE COMPANY EVALUATING THE AGREED UPON AMOUNT

OF RATE CASE EXPENSE NOW?
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A. Because there have been significant changes to the anticipated level of activity in

this rate case. Until the direct filings in early November by the other parties, this

case involved a significant amount of discovery, but was otherwise relatively quiet.

Then, things heated up. There have been a number of procedural issues including

significant disputes with RUCO over Mr. Rowell's testimony, there have been

issues over the AIAC payment by Westcor, in addition to the anticipated rebuttal,

surrebuttal and rejoinder stages of the proceedings. Plus, we now have a Phase 2

that has to be accounted for now. While an updated estimate is going to show the

Company has already incurred more than half the amount requested, until we can

close out all billings for December, I cannot give a more firm estimate of the final

rate case expense.
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Q- OKAY MR. BOURASSA, SO WHAT ARE YOU PROPOSING?

During the hearings next week, I will present the most current estimate possible,

based on billings through year-end 2009. From there, I will make the best estimate

possible of the final rate case expense and the Company's request.

Q- WAIT A MINUTE MR. BOURASSA. WEREN'T YOU JUST A WITNESS

IN ANOTHER RATE CASE WHERE RUCO WAS CRITICIZED BY AN

AFFILIATE FOR WAITING TOO LONG TO TAKE A POSITION ON

RATE CASE EXPENSE?

Yes, and that criticism was warranted because RUCO took no position at all until

after the hearing. Here, I have taken a position from the time of the application that

I would provide my best estimate of rate case expense at each stage of the

proceeding. Right now, we will be over half way there before trial starts. At trial,

I will set forth the Company's best estimate and explain the basis for the final

position. The Company will also make any data necessary for Staff and RUCO to

verify amounts incurred, as we have always done in rate case involving myself and

Fennemore Craig as counsel. And Mr. Sorensen and I will be subject to cross-

examination on the Company's position. This is very different than what happened

with RUCO in the recentBMSC rate case, in my opinion.

Q- HOW DO THE PARTIES KNOW IT WON'T BE SOMETHING

SUBSTANTIALLY DIFFERENT THAN REQUESTED?

Because LPSCO has authorized me to testify that it will not seek more than

$500,000 for the two phases of this rate case.
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Q. PLEASE COMMENT ON DIFFERENCES BETWEEN THE PARTIES ON

RATE CASE EXPENSE.

At this stage of the proceeding all of the parties are proposing rate ease expense of

for each division. However, Staff and RUCO recommend an

27

$210,000
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amortization period of five years which lowers the annual level of expense.94 The

Company continues to disagree with a five year amortization period.95

Q-

B. Wastewater Division Revenue and Expenses.

WOULD YOU PLEASE DISCUSS THE COMPANY'S WASTEWATER

DIVISION PROPOSED ADJUSTMENTS TO REVENUES AND EXPENSES

AND IDENTIFY ANY ADJUSTMENTS YOU HAVE ACCEPTED FROM

STAFF AND/OR RUCO?

A. The Company rejoinder adjustments for the Wastewater Division are detailed on

Rejoinder Schedule C-2, pages 1-14. The rebuttal income statement with

adjustments is summarized on Rejoinder Schedule C-1, page 1-2. The Company is

not proposing any changes to its previously proposed adjustments, nor is it

recommending any additional adjustments at this stage of the proceeding. Again,

property taxes and income taxes have been adjusted to reflect the rejoinder

proposed revenues.

Q, DOES STAFF NOW AGREE TO COMPUTE CIAC AMORTIZATION

USING ACCOUNT SPECIFIC RATES?

A.
. . . . . 96

Yes, same as wlth the water division discussed above.

Q- HAS RUCO MODIFIED ITS PROPERTY TAX COMPUTATION TO USE

TWO YEARS OF ADJUSTED TEST YEAR REVENUES AND ONE YEAR

OF PROPOSED REVENUES?
. . . . . 97

Yes, same as wlth the water division discussed above.
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94 Michlik W Dr. at 18, S Rowell Sb. at 7-8.

95See Sorensen Rj. at 1-2, Sorensen Rb. at 10, Bourassa Rb. at 38.

96 Michhk W Sb. at 8.

97 S Rowell Sb. at 8, see RUCO Water Surrebuttal Schedule 4, page 8 of 9.
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Q- DO STAFF AND RUCO NOW AGREE TO THE REMOVAL OF

CONTRACTUAL SERVICES COSTS FROM AEROTEK?
98Yes .

Q,

1. Remaining Revenue and Expense Issues.

PLEASE CONTINUE.

RUCO has not adopted the Company's proposal to reduce bad debt expense by

$21,791 to about $22,000. The Company's adjustment reflects the Company's

adoption of Staff's normalization adjustment." Instead, RUCO proposes to reduce

bad debt expense by $40,848.100

RUCO's adjustment is flawed because it is based on the water division's test

year level of bad debt relative to revenues. RUCO's resulting level of bad debt

expense for the wastewater division is about 33,000. Over the past couple of years,

LPSCO has written off over $63,500 of customer receivables. No one should be

surprised at this given all we have heard about the economy in rate cases the past

18 months or so. Plus, sewer receivables are harder to collect given that you can't

turn off service of a customer fails to pay his/her sewer bill. A $3,000 annual level

of expense is totally reasonable under the circumstances.

Q- ANY OTHER INCOME STATEMENT ISSUES IN DISPUTE?

There remains disagreement on certain expenses RUCO seeks to remove from the

test year operating expenses. In particular, RUCO proposes to remove $19,784 for

effluent disposal site maintenance, including landscape clean-up and crop planting

for beneficial reuse,101 $16,428 for grounds maintenance and sewer line
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98 Michlik WW Sb. at 6, s Rowell Sb. at 17.

99 Michlik WW Dt. at 19.

100 s Rowels Dr. at 16.
101 See RUCO Wastewater Direct Schedule 3, page 5 of 19, lines 18-20.
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Q, WHY DOES RUCO BELIEVE THESE

cleaning.102 The Company believes the $19,784 and the $16,428 reflect the nature

and level of expense the Company expects to incur on a going forward basis and

therefore the costs should be allowed in operating expense.

EXPENSES ARE "NON-

RECURRING"?

I do not know because RUCO's witnesses do not provide any explanation their

filings. But these adjustments are very difficult for utilities to accept.

Q. WHY IS THAT, MR. BOURASSA?

What should LPSCO have done when it faced a need for effluent clean up and

sewer-line cleaning? Refuse to incur nearly $40,000 that was needed and prudent

because it might not need to do the exact same thing to maintain and operate its

system next year? LPSCO is running a business and they incur operating expenses

that are reasonable and necessary every day. These expenses fit groups of expected

costs for things like maintenance, repairs, legal, but may look exactly the same

every year. RUCO should not be allowed to create a loophole where these costs

are not recoverable. It seems to me if they are not being recovered from ratepayers

then they do not need to be incurred in service of those ratepayers in the future.

Q- THANK YOU, PLEASE CONTINUE WITH YOUR DISCUSSION OF THE

REMAINING ISSUES IN DISPUTE?

A. RUCO and the Company also disagree on RUCO's proposal to remove $5,155 as

"unnecessary expense" from Outside Services - Other. I have already addressed

adjustments for the allocated portion of expenses related to a holiday party and

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26 102 See RUCO Wastewater Direct Schedule 3, page 5 of 19, lines 23-26.
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tickets, as well as its disagreement with the removal of remainder of the allocated

portion of the costs of dues and memberships, business publications, and travel.103

Q- DO RUCO AND STAFF MAKE SIMILAR ADJUSTMENTS TO CENTRAL

OFFICE COSTS?

Yes.w4 RUC() proposes to remove $186,950 of Central Office costs down from

the $191,850 in its direct filing.105 Staff is recommending removal of $266,665 of

Central Office costs.l06 As mentioned, the Company continues to disagree as

testified to by with RUCO's proposal. Mr. Tremblay addresses this issue in detail

in his rejoinder testimony.

Q- WHAT ABOUT "BONUSES"?

Yes. Staff is proposing to remove $26,477 of bonuses from operating expenses

which is the allocated water division portion of $52,954 of employee bonuses paid

during the test year. Mr. Sorensen addresses this issue further in his rejoinder

testimony as I testified above.

v.

Q-

RATE DESIGN

A. Water Division Rate Design.

WHAT ARE THE COMPANY'S PROPOSED RATES FOR WATER

SERVICE?

The Company's proposed rejoinder rates are:

MONTHLY SERVICE CHARGES

5/8" x 3/4" meters

3/4" Meters

$10.35

$26.39
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103 See RUCO Water Direct Schedule 4, page 8 of 19, and Company Wastewater Rejoinder Schedule C-2,
page 9.

104 S Rowell Sb. at 17, see also RUCO Wastewater Su1Tebuttal Schedule 4, page 3 of 7.

105 S Rowell Sb. at 17, see also RUCO Wastewater Surrebuttal Schedule 4, page 3 of 7.

106 See staff Surrebuttal Schedule JMm-ww15.

FENNEMORE CRAIG
A PROFESSIONAL CORPORATlOh

PHOENIX

A.

A.

A.



1" Meters

1 1/2" Meters

2" Meters

3" Meters

4" Meters

6" Meters

8" Meters

10" Meters

12" Meters

Construction Water - Hydrants

Bulk Water

COMMODITY RATES

5/8" and %" Meters - Res.

$43.99

$54.28

$66.80

$133.60

$208.75

$417.50

$501.00

$960.25

$1,252.50

By meter size

By meter size

5/8" and %" Meters - Com., Iii.

1" Meters

1 W' Meters

2" Meters

3" Meters
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26 4" Meters

1 to 3,000

3,001 to 9,000

Over 9,000

1 to 10,000

Over 10,000

1 to 20,000

Over 20,000

1 to 30,000

Over 30,000

1 to 50,000

Over 50,000

1 to 120,000

Over 120,000

1 to 180,000

$ 1.23

$ 1.83

s 2.43

s 1.83

3 2.43

$ 1.83

s 2.43

$ 1.83

$ 2.43

SB 1.83

s 2.43

S 1.83

$ 2.43

58 1.83
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6" Meters

8" Meters

10" Meters

Over 180,000 $ 2.43

1 to 360,000 S 1.83

Over 360,000 S 2.43

1 to 670,000 s 1.83

Over 670,000 $ 2.43

1 to 940,000 s 1.83

Over 940,000 s 2.43

1 to 1,248,000 s 1.83

Over 1,248,000 S 2.43

Construction (Hydrant) Water All gallons S 2.43

Bulk Water All gallons S 1.47

12" Meters

Q. WHAT IS THE IMPACT ON A 3/4 INCH AND 1 INCH METERED

RESIDENTIAL CUSTOMER UNDER THE COMPANY'S PROPOSED

RATE DESIGN?

As shown on the Rejoinder Schedule H-2, page 1, the average monthly bill under

present rates for a % inch residential customer using an average 9,537 gallons is

$18.64. The average monthly bill under present rates for a l inch residential

customer using an average 14,556 gallons is $31.56.
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Q. WHAT WILL BE THE AVERAGE % INCH RESIDENTIAL AND 1 INCH

RESIDENTIAL CUSTOMER AVERAGE MONTHLY BILL UNDER THE

NEW RATES?

FENNEMORE CRAIG
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A. As shown on Schedule H-2, page 1, the average monthly bill under proposed rates

for a % inch residential customer using an average 8,919 gallons is $42.37 - a

$23.73 increase over the present monthly bill or a 127.31 percent increase. The

average monthly bill under proposed rates for lynch residential customer using an

average 14,556 gallons is $70.62 - a $39.06 increase over the present monthly bill
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or a 127.31 percent increase.

Q- PLEASE COMMENT ON THE PROPOSED RATE DESIGN OF STAFF.

Like the Company, Staff is proposing an inverted three tier design for the smaller

metered residential customers (5/8 inch and % inch) and an inverted two tier design

for the small commercial metered customers (5/8 inch and % inch), as well as l

inch and larger metered customers (all classes) with the exception of construction

water.l07 Staff's break-over points increase with meter size, but Staff break-over

points are different than the Company's. The first tier commodity rate for the

small commercial metered customers and l inch and larger metered customers is

the same as the second tier of the small residential metered customers. The second

tier of the small commercial metered customers and l inch and larger metered

customers is the same as the third tier of the small residential metered customers.l08

Other than the bulk water rate that the Company is now proposing, the primary

difference in the rate designs is in the commodity rate charged and the level of

revenue recovery from each class of customer.

Q- HAVE YOU PERFORMED A REVENUE PROOF ON STAFF PROPOSED

A.

RATES?

Yes. Staff rates now produce the revenue requirement.

Q, PLEASE CONTINUE.

A. Staff's proposed rates shift revenue recovery away from the % inch metered

residential customer class to the larger metered customer classes. The % inch

metered customer class provides approximately 30 percent of water revenues under

present rates. Under Staffs proposed rates, the % inch meter customer provides

approximately 26 percent of water revenues. The majority of the revenue shift is to
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107 See staff Surrebuttal Schedule PMC-W1 .

108 See Staff Surrebuttal Schedule PMC-W1 .
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a bulk water customer outside the CC&N that Staff now classifies as an "8 inch

meter customer." Another significant shift is to the 2 inch initiation customers.

Q- WHO IS THIS BULK CUSTOMER?

A. The City of Goodyear. Mr. Sorensen has also addressed this issue in his rejoinder

testimony. 109

Q- DO YOU HAVE AN EXHIBIT SHOWING THE PERCENTAGES OF

REVENUES DERIVED FROM EACH CUSTOMER CLASS UNDER

PRESENT RATES AND STAFF PROPOSED RATES?

Yes. Attached hereto as Exhibit TJB-RJ2 is a revenue summary similar to the H-

1 schedule contained the Company's rejoinder schedules which shows the revenues

under present rates and Staff's proposed rates.

Q- PLEASE CONTINUE.

Further evidence of the revenue shift is that under Staff's proposed rates, the %

inch customers provide the lowest overall return at only 2.24 percent. In contrast,

the 8 inch customer group (which now would include Goodyear) provides the

highest return at over 200 percent, with the 1 % inch and larger metered customers

provide returns exceeding 20 percent. Remember, under Staff's proposed revenue

requirement, each customer class must achieve an 8.7 percent return in order to

cover the cost of service. Customer classes that provide less than 8.7 percent are

paying less than the cost of service. Conversely, customer classes providing more

than an 8.7 are paying more than their cost of service.

Q- DO YOU HAVE AN EXHIBIT SHOWING THE RETURNS PROVIDED OF

REVENUES DERIVED FROM EACH CUSTOMER CLASS UNDER

PRESENT RATES AND STAFF PROPOSED RATES?
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26 109 Sorensen Rj. at 8-9.
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Yes. Attached hereto as Exhibit TJB-RJ3 is a cost of service summary schedule

similar to the G-2 schedule contained the Company's rejoinder schedules which

shows the returns provided by customer class (meter size) under present rates and

Staff's proposed rates.

Q- PLEASE CONTINUE.

A. As a consequence of Staff's rate design, the % inch residential class under Staffs

proposed rate design is heavily subsidized by the other customer classes, including

a wholesale customer that will have less costly alternatives and likely leave the

syste1n.ll°

Q. WHERE DOES THIS SUBSIDIZATION ORIGINATE?

The significant subsidization exists because Staff" s proposed rate design contains a

relatively low monthly minimum and a relatively low first-tier commodity rate for

the % inch metered residential customers. In fact, the % inch customers pay the

same monthly minimum as the 5/8 inch metered customers and also pay a low first

tier commodity rate at $1 .00 per thousand gallons.

Q- BUT ISN'T THAT CONSISTENT WITH A CONSERVATION ORIENTED

RATE DESIGN, WHICH YOU ALSO HAVE PROPOSED?

Yes, but there has to be a balance between the need to properly value the product

and the price businesses can afford to pay. Some commercial customers may not

be able to absorb the higher rates and the Company faces an unaccounted for

increased risk of losing these customers and the associated revenues. Again, we

hear a lot about hard economic times. The last thing businesses in LPSCO's

service areas likely need in a time of recovery is an extra large rate increase to
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26 110 Sorensen Rj. at 8-9.
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subsidize the citizens. I'd think people would rather see jobs and business thriving

than lower water bills.

This is especially true because all that will happen is more large increases

down the road. The larger metered customers tend to use more water and as a

result are typically billed much higher amounts. Further, these customers are more

profitable because of their higher use. The loss of one or more of the larger

metered customers will have a significant impact on the Company's revenues.

When LPSCO comes back in it will still have to recover much of the same revenue

requirement but without the commercial customers that helped spread the recovery

before. That means higher rates for those residential customers Staff saved a

couple dollars a month today.

Q- AND THIS IS THE CONCERN THE COMPANY HAS WITH THE CITY

OF GOODYEAR?

Yes. The Company believes Goodyear will leave the system If higher rates are

adopted Staffs second tier rate for where Goodyear would be classified as a

"retail" customer is $2.88 per thousand gallons. During the test year, Goodyear

purchased on average over 12.5 million gallons per month. The first break over

point for the 8 inch metered customer class under Staff' s rate design is 670,000

gallons. Consequently, most of the gallons purchased by Goodyear will be subject

to the $2.88 rate.

Q- ARE THERE ANY OTHER CONCERNS YOU HAVE ABOUT STAFF'S

PROPOSED RATES?

Yes. In addition to shifting revenues away from the largest customer class, Staff' s

proposed rates shift revenue away from the monthly minimums to the commodity
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26 111 Sorensen Rj. at 8-9.
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rates. Under the present rate design, the revenues from the monthly minimums

comprises about 36 percent of the revenues are generated from the monthly

minimums. Under Staff's proposed rates approximately 31 percent of the revenues

are generated from the monthly minimum. Decreasing the portion of revenues

recovered from the monthly minimum substantially increases the risk of revenue

instability. Inverted tier designs, as proposed by the parties in the instant case,

encourage conservation. If conservation is actually achieved, usage will decline

and the Company will experience a substantial shortfall in the revenues it collects.

As noted above, this risk is entirely unaccounted for by Staff in this case, or in any

other rate case to my knowledge.

Q- DO YOU OR THE COMPANY DISAGREE WITH CONSERVATION

BASED RATES?

No, conservation is a community wide goal and should be encouraged as a general

policy. There just has to be a balance and a view towards the long-term, not just

lower rates now.

Q- THANK you. PLEASE COMMENT ON RUCO'S RATE DESIGN?

A. RUCO is proposing an inverted three tier design for the smaller metered residential

(5/8 inch and % inch) and an inverted two tier design for the small commercial and

irrigation metered customers (5/8 inch and % inch) as well as l inch and larger

metered customers (all classes) with the exception of construction water.112

RUCO's break-over points are different than the Company's, but like LPSCO and

Staff, RUCO's break-over points increase with meter size. The first tier

commodity rate of the 1 inch and larger metered customers (except imlgation) is

the same as the second tier of the small residential and commercial metered
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26 112 See RUCO Water Surrebuttal Schedule 5.
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customers.113 The second tier of the 1 inch and larger metered customers (except

initiation) is the same as the third tier of the small residential and commercial

metered customers. The initiation customers have different commodity for both

tiers but that are similar to the commodity rates of the 1 inch and larger meters

(non-inigation). 114

Q. HAVE YOU PERFORMED A REVENUE PROOF ON RUCO'S PROPOSED

RATES?

Yes and I now End that RUCO's proposed rates also produce its recommended

revenue requirement.

Q- PLEASE CONTINUE.

A. Based on RUCO's proposed rates revenue recovery is shifted away from the %

inch metered residential customer class to the larger metered customer classes.

The % inch metered customer class provides approximately 30 percent of water

revenues under present rates. Under RUCO proposed rates, the % inch meter

customer provides approximately 25 percent of water revenues. The majority of

the revenue shift is to the 8 inch meter customer, again now Goodyear joining the 2

inch initiation customers .

Q, DO YOU HAVE AN EXHIBIT SHOWING THE PERCENTAGES OF

REVENUES DERIVED FROM EACH CUSTOMER CLASS UNDER

PRESENT RATES AND RUCO PROPOSED RATES?

A. Yes. Attached hereto as Exhibit TJB-RJ4 is a revenue summary similar to the H-

1 schedule contained the Company's rejoinder schedules which shows the revenues

under present rates and RUCO's proposed rates.
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113 See RUCO Water Surrebuttal Schedule 5.

114 See RUCO Water Surrebuttal Schedule 5.
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Q- PLEASE CONTINUE.

A. Further evidence of the revenue shift is that under RUCO's proposed rates, the 8%

inch customers provide the lowest overall return at only 1.5 percent. The 8 inch

metered customers provides the highest return at over 230 percent while the 2 inch

metered customer provide a return of over 50 percent. Remember, under RUCO's

proposed revenue requirement, each customer class must achieve an 8.54 percent

return in order to cover the cost of service. Customer classes that provide less than

8.54 percent are paying less than the cost of service. Conversely, customer classes

providing more than an 8.54 are paying more than their cost of service.

Q. DO YOU HAVE AN EXHIBIT SHOWING THE RETURNS PROVIDED OF

REVENUES DERIVED FROM EACH CUSTOMER CLASS UNDER

PRESENT RATES AND RUCO'S PROPOSED RATES?

Yes. Attached hereto as Exhibit TJB-RJ5 is a cost of service summary schedule

similar to the G-2 schedule contained the Company's rejoinder schedules which

shows the returns provided by customer class (meter size) under present rates and

RUCO's proposed rates.

Q- PLEASE CONTINUE.

A. Like Staffs rate design, as a consequence of RUCO rate design, the % inch

residential class under RUCO's proposed rate design is heavily subsidized by the

larger metered customers. Therefore, my testimony above regarding the lack of

balance in Staff's rate design applies equally to RUCO's.
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Q- PLEASE COMMENT ON THE CITY OF LITCHFIELD PARK'S RATE

DESIGN?

The City is proposing is proposing an inverted three tier design for the less than

1 inch metered residential, commercial and irrigation customers and an inverted

two tier design for the l 1/2 inch and larger metered customers (all classes) with
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the exception of the 8 and 10 inch metered commercial customers for which a

single tier design is proposed.115 Like the Company, the City's break-over points

increase with meter size. The commodity rates and break-over points for the 5/8

inch metered residential, commercial and irrigation customers are the same at

$1..20, 1.53, and 2.20, respectively. The commodity rates for the % inch and 1

inch metered residential, commercial and initiation customers are appreciably

higher than the 5/8 inch metered customers at 1.50, 1.95, and 2.20, respectively.

The commodity rates for the 1 % and 2 inch meter sizes are the also same across all

customer classes at $1.50 and 2.70, respectively. The break-over points are the

same across all customer class for the 1 % inch meter size, and the break over

points are the same across all customer classes for the 2 inch meter size. The

commodity rates for the 4 inch meters vary among the customer classes.

Generally, the commercial and initiation customers have higher commodity rates

than the residential metered customers. For example, the 4 inch residential class

has commodity rates of $1.50 and 2.70, respectively, while the 4 inch commercial

class has commodity rates of $2.60 and $3.90, respectively. Further, the

commodity rates for the 4 inch initiation class are $1.85 and $2.81 respectively.

The break-over points for the 4 inch metered residential and commercial customers

is the same, while the break-over point for the 4 inch metered irrigation customers

is lower. Finally, the City proposes that the 8 inch metered commercial customer

pays near the highest commodity rate of all customer classes and meter sizes while

the 10 inch metered customer pays the lowest commodity rate of all customer

classes and meter sizes.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26 115 See City of Litchfield Park Schedule RLD-5 (for all references to the City's recommended rates).
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Q- ARE THE MONTHLY MINIMUMS FOR EACH METER SIZE THE SAME

ACROSS ALL CUSTOMER CLASSES?

No. The monthly minimums vary by customer class and meter size for all but the

5/8 and % inch metered customers.

Q- HAVE YOU PERFORMED A REVENUE PROOF ON THE CITY'S

PROPOSED RATES?

A. Yes. I find that the City's proposed rates do not produce the intended revenue

requirement. In fact, the City's proposed rates produce revenues that are

approximately $900,000 too low.

Q- WHY DOES THE CITY'S RATE DESIGN SEEM SO COMPLICATED?

I am not really sure but it is sure counter to the objective of simplicity and

uniformity of rates among customer classes in a rate design. Further, I do not see

how Mr. Darnall can be as specific as he is with respect to the commodity charges

and break-over points for each meter size and customer class when his cost of

service study is presented by meter size only. Supposedly, Mr. Darnall's objective

is to recover the cost of service from each customer class.u6 However, within most

meter sizes served by the Company there are residential, commercial, and irrigation

customers. How are we to know whether within each meter size that Mr. Darnall

has not inadvertently shifted recovery of the cost of service from the residential to

the commercial (or visa-versa) within each respective meter size.

Q- SO YOU ARE UNABLE TO DETERMINE WHETHER THERE HAS BEEN

A SHIFT OF REVENUE RECOVERY BETWEEN CLASSES, SIMILAR TO

THAT WHICH YOU DISCUSSED WITH RESPECT TO STAFF AND

RUCO'S RATE DESIGNS?
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26 116 Surrebuttal Testimony of Richard L. Darnall at 4.
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A. No, I can tell something has occurred, I just cannot be more specific on the details.

But one thing is quite puzzling - the low single tier commodity rate for the 10 inch

meter combined with a relatively low monthly minimum problematic. Based on

Mr. Darnall's own cost of service study, the City's proposed rates for the 10 inch

metered customer provides the lowest overall return at a negative 14 percent. The

10 inch customer class will also see a rate decrease of 40 percent under the City's

rate design.

I also find the high single tier commodity rate for the 8 inch meter combined

with a high monthly minimum problematic. Again, based on Mr. Damall's own

cost of service study, the City's proposed rates for the 8 inch metered customer

provides an overall return at a nearly 9.9 percent. The 8 inch customer class will

also see the second highest rate increase on average at over 129 percent. Further,

the 4 inch metered customer class, which is made up of primarily commercial and

initiation customers and are charged the highest commodity rates under the City's

proposed rate design, provide the highest return at over 18 percent. The 4 inch

commercial customer class will also see the highest rate increase on average at

nearly 205 percent while the 4 inch irrigation class will the third highest rate

increase at 94.20 percent. Finally, I find the returns provided by the other meters

sizes vary substantially.

If Mr. Darnall's objective was to as develop rates intended to produce the

target rates of return set forth in Exhibit RLD-4, page 1, he has failed, which is just

one more reason the Commission should not adopt his recommended rates in this

proceeding.
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Q- EXCUSE ME MR. BOURASSA, BUT THE RETURNS LISTED ON MR.

DARNALL'S SCHEDULE EXHIBIT RJD-4, PAGE 1, SHOW THAT THE

RETURNS FOR THE 8 INCH AND 10 INCH METERS ARE BOTH 10.46
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APROFESSIONAL CokpoRAt\or~



PERCENT. IT ALSO SHOWS THAT THE RETURN FOR THE 4 INCH

METER IS 8.93 PERCENT.

Yes. That's what the schedule reflects. It also reflects returns of 8.0 percent for

the 5/8 inch, % inch, 1 inch, and 1.5 inch meter sizes. As I have testified, the

City's rates don't work as represented.

Q- HAVE YOU PREPARED AN EXHIBIT SHOWING THE REVENUES AND

RETURNS PRODUCED BY THE CITY'S PROPOSED RATE DESIGN FOR

EACH METER SIZE?

Yes. Attached hereto as Exhibit TJB-RJ6 is a cost of service summary schedule

similar to Exhibit RLD-4, page 1 which reflects the revenues and the returns

provided by the City's proposed rates. As shown, the 10 inch metered customers

provide a negative 14.15 percent return (line 29, column 13), the 8 inch metered

customers provide a 9.87 percent return (line 29, column 12), and the 4 inch

metered customers provide an 18.01 percent return (line 29, columnl 1). Further,

the returns for the 5/8 inch, % inch, l inch, and 1.5 inch vary from a low of 6.21

percent to a high of 10.15 percent (line 14, columns 5-8).

Q- IS THE FAILURE TO PRODUCE THE REVENUE YOU TESTIFIED TO

ALSO REFLECTED IN YOUR EXHIBIT?

Yes. The total revenues produced by the City's proposed rates is $10,894,646 (line

18, column 15), whereas the total revenues required is $11,803,750 (line 3, column

4).
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Q- HAVE YOU PREPARED AN EXHIBIT SHOWING THE RATE INCREASE

BASED ON AVERAGE CONSUMPTION FOR EACH METER CLASS

UNDER THE CITY'S PROPOSED RATES?
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Yes. Attached hereto as Exhibit TJB-RJ7 is a bill comparison a schedule similar

to schedule H-2 contained in the Company's rejoinder filing showing the rate

increases for each meter size based on the average consumption.

Q- ARE SINGLE TIER DESIGNS APPROPRIATE FOR LARGE METERED

CUSTOMERS LIKE THE 8 INCH AND 10 INCH METERED

CUSTOMERS?

A. It depends on the circumstances. The Company is proposing a single tier design

for Goodyear (8 inch bulk water). Goodyear purchases significant volumes of

water which provides a significant portion of revenues to the Company. My cost

of service study indicates that Goodyear helps to subsidize other customer classes.

Therefore, it would be detrimental to the Company and ratepayers to lose these

revenues as they would have to be made up by the other customer classes, as I have

testified already and so has Mr. Sorensen. Like Staff and RUCO, the loss of these

revenues is ignored by Mr. Darnall.

The 10 inch customer may also warrant a single tier design. However, this

customer uses far less water than the 8 inch meter customers (Goodyear). In fact,

the 8 inch metered customers use 30 times more water than the 10 inch metered

customer. In any case, my cost of service study indicates that a commodity rate of

$0.55 per thousand gallons recommended by Mr. Darnall is far too low.
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Q- PLEASE RESPOND TO MR. DARNALL'S CRITICISM THAT YOU

FAILED TO ALLOCATE A PORTION OF THE PURCHASED POWER TO

THE DEMAND FUNCTION.

Mr. Darnall anal continue to disagree on this point. By definition, electric demand

charges are charges for electricity when electricity is used the most, based on the

period of time detailed in the power provider's rate plan. It is not a standby charge

that is incurred whether electricity is used or not. In other words, it's a variable
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cost and I believe demand charges are appropriately commodity related. Besides,

in the end as I stated in my rebuttal testimony, the allocation of 5 percent of the

purchased power costs to the demand function in my study would have no

appreciable impact on my cost of service study results.m

Q- PLEASE RESPOND TO MR. DARNALL'S CRITICISM THAT YOU

SHOULD HAVE ALLOCATED THE BACK FLOW PREVENTION COSTS

TO THE CUSTOMER FUNCTION RATHER THAN THE DEMAND AND

COMMODITY FUNCTIONS.

I would not necessarily disagree with Mr. Darnall, however, like the allocation of

purchased power costs, the allocation of back flow prevention costs to the customer

function would have no appreciable impact on my cost of service study results.

Q- PLEASE RESPOND TO MR. DARNALL'S CRITICISM OF YOUR STUDY

THAT YOU SHOULD HAVE ALLOCATED PROPERTY TAXES AND

INCOME TAXES BASED UPON COMMODITY, CUSTOMER AND

METERS AND SERVICES FUNCTIONS NOT JUST TO THE DEMAND

FUNCTION.

First, let me say that I did not allocate property taxes and income taxes based upon

demand. I allocated property taxes based on revenues and income taxes based on

taxable income. Property taxes are a function of revenues for water and

wastewater utilities. Income taxes are a liunction of taxable income. Accordingly,

these are appropriate metrics for the allocation of these costs.

Q- DO YOU AGREE WITH MR. DARNALL THAT DEMAND FACTORS

BASED ON RELATIVE METER FLOWS ONLY PROVIDES AND
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26 117 Bourassa Rb. at 56.
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INDICATION OF THE INDIVIDUAL CUSTOMERS DEMAND, NOT THE

DEMAND THAT A PARTICULAR CLASS HAS ON THIS SYSTEM?

A. No. My factors are based on the each customer class relative to the entire customer

base. Further, as I testified, it provides a useful indication of the relative amount of

investment in plant to serve each class.u8

Q-

1. Cost of Service Study.

HAVE YOU UPDATED YOUR COST OF SERVICE STUDY?

Yes. I have updated my cost of service study to reflect the changes to rate base,

revenues and expenses contained in the Company's rejoinder filing.

Q. HAVE YOU MODIFIED YOUR COST OF SERVICE FOR THE

REJOINDER TESTIMONY?

Yes. I show separately the hydrant meter customer class.

Q, PLEASE DISCUSS THE RESULTS OF YOUR UPDATED STUDY.

As shown on the G-2 schedule, the % inch metered residential class (the largest

customer class) stills provide the lowest return at 7.96% at proposed rates and,

therefore, continues to pay less than their cost of service1 w and to be subsidized by

the larger metered customers under proposed rates. The l inch, 1 % inch, 2 inch,

and the 4 inch metered classes provide returns of 10.48%, 18.57%, 16.71%,

24.05%, respectively. The 8 inch metered class (Goodyear) provides the highest

return of 75.11%.

Q-

B. Wastewater Division Rate Design.

WHAT ARE THE COMPANY'S

WASTEWATER SERVICE?

PROPOSED RATES FOR
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118 Bourassa Rb. at 57.

119 To pay full cost of service a customer class must achieve the required return. In the instant case, the
Company is proposing an 11% rate of return based on its weighted average cost of capital.
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S 48.39

S 44.92

s 81.83

s 45.81

$ 4.00

The Company's proposed rates are:

Monthly Residential Service

Multi-Unit Housing - Monthly Per Unit

Commercial:

Small Commercial - Monthly Service

Measured Service:

Regular Domestic:

Monthly Service Charge

Rate Per 1,000 Gallons of Water

Restaurants, Motels, Grocery Stores &

Dry Cleaning Establishments: (1)

Monthly Service Charge

Rate Per 1,000 Gallons of Water

s 45.81

S 5.34

s 45.81

$1,779.00

Schools

Wigwam Resort:

Monthly Rate - Per Room

Main Hotel Facilities - Per Month

Monthly Service Rates:

Elementary Schools

Middle Schools

High Schools

Community College

Effluent

S1 ,209.72

$1,423.20

$1,423.20

$2,205.96

Market Rate
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Q- DO YOU HAVE CONCERNS OVER RUCO'S CONTINUED ARGUMENTS

FOR A MUCH HIGHER EFFLUENT RATES?

A. Yes, the same ones expressed by Mr. Sorensen.120

120 Sorensen Ry. at 2-3 .
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Q, DOES THAT CONCLUDE YOUR REJOINDER TESTIMONY?1
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Yes.
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Litchfield Park Service Company
Docket Nos. SW-01428A-09-0103, W-01427A-09-0104,

W-01427A-09-0116, W-01427A-09-0120

THOMAS J. BOURASSA
REJOINDER TESTIMONY

December 29, 2009

Exhibit TJB-RJ1
(Rate Base - Phase 1)
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SALE TOTAL

INVOICE TOTAL

DEposrr

VISA

Sm 2aa@B
EPA 2as.1
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shaseo CNE
SM 25498
EpA 18o.1
EPA,209.9
EPA 288.9
EPA 209.7
EPA 2@@.7
EPA 2eo.7
EPA 2oa.7
EPA zo@.7

Item#

SOLD
TO

9'8.7653

~Lpscd (Litchfield Park Svc co)
111 n; Wigwam Blvd. Sulfa B
Litchfield Pork AZ 85340

I

ITechnl¢alT§9rvi¢:¢s-..uf A.rIlzona, line.

1-7ss1 n. 25" A\f»nu6 - nhoenlx. Arizona 8sona
(602)324--6100 I fiX (602) 324-6101

I

06-08~092 1 1 |

I
.11

L. E 6 E~

*www CONTINUED on NEXT PAGE ilwww

matthew.GoFlick

1

F

I

9

.01Am:
'E

WE ACCEPT VISA or MASTERCARD

•
s

4
I

0212;19719

.f
:_ .

.¢"'r

s»
4

'Description

Nitrogen as Nitrate
Total Alkalinity-(as CaC03)
Chloride )̀ v
Conductivity
Fluoride
Nitrogen oh Ammonia
Nitrogen as Nitrite
Nitrate plus Nitrite
pH ' '
gulf ate
Cyanide. Total
Total Dissolved Solids
Turbidity
metal; Digestion for GFAA
Arsenic. Dissolved
Barium
Beryllium
Calcium
Cadmium
Chromium
Filtration for Dies metals
Hardness, Total (Ca a Ng)
.MoI'¢ur_y
Potassium
magnesium
Sodium
nickel

r.

g

_ ~.u1-1

no

JI

(.

I

SHIP
TD

\

I

I

Attn: Matthew Garlics

£pscq.(Li:;hfs1a Park S99 Co)
111 IJ.~ Wigwam ~lvd. 'Suite B
Litchfield Park, AZ assay

I

Qty Unit unit-Price Ext-pri¢e

1

s
5
s
5
s
s
5
5
s
5
s
s
s

5
s
s
s

s
5
s
5
s
s
s
5
5
5

EACH
EACH
EACH
EACH
EACH
eAcH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EAQH
EACH
EACH
EACH
EACH
EACH
EACH
EACH

X

;e02 324 6101

TOTAL DUE

Moe
14.a@
24.90
18.oa
24.04
as.ov>
15.90
15.00
12_¢®
2n.oe
es.@o
12.88
1B»8%
0.2¢

2 1 . 0 9
13,58
1a.5e
13.so
13.s@
13.s@
15.e@
7.50

ae.@ra
13,50
13.5@
13.s@
13.50

NET so mAys

3zo7 .of

'v

a.oa
72.00
129,08
90.89.

1zo.ao
188.89
7s.oe
75.8%
so.@@

1zo.o@
338.99
9a.e@
9o.o@
a.oa

1@s,00
s1.so
67.58
57;5@
67.50
67.50
7s}@o
37.5@
24@.Qo
s7.so
67.5%
67.5e
67.58

# 2/ S

I



SALE TOTAL a , 207 .of

wvolce TOTAL

DEPOSIT

s.2e»7.e¢aVISA I

Cisco (Lirohfleld park"sv¢ Co)
111 w. Niguam Blvd, Suite,B
Litchfield P ro! Hz. ass4o

06-08-091 11 :01AM2

Technical Serv.ices̀  o.f A'rlzo'na.,~-Inc.

n*

L E G E

17831 n. is"' Avenue e Phoenix, Arizona 8s02a
(eos) 324-6100 fax (602) 324-6101

J

Natthew.Gur1iok

we ACCEPT visA or MASTERCARD

0Z12°10719

.1

Lead
Antimony
Selenium
Tha11i.um
Metals Digestion for ICE
Bromide

Description

' 4

l1 j
..:.I» .

8,
1

I

)

I

I

Attars nattheu'Gariick

Lpsco (Litchfield park Svc Co)
111 w. Uigwam Blvd, Suite B
Litahfisld "Park, AZ 88340

|

I

Qty Unit Uri:-price Ext-price

5 EACH
s EACH
s EACH
s EACH
E EACH
s EACH

|

\

TOTAL DUE

602 324 6101

LlnlwwjijQ~5l§

I \

r

21.oe
21.@o
21.oa
21.a@
2a.@a
36.0%

NET ah Avs

I

*L

r

\

r

3207 .he

# 3/

r

105.99
1os.o@
165.08
195.08
129.0%
18®.@@

.~- .....l~.

5

an

1

l

SHIP
TO

t



SALE TOTAL

uuvolce TOTAL

DEPOS\T

vlsA

Item*

CRLC.
SM zszea
EPA 3ze.o
SM 25108
SM R5@9-FC
EPA 3s@.1

I smasoauoza
1 S'M 450¢a-nos
. EPA 150.1
'EPA 3zz.o
$M 45@Q CNE

. sys zswc
EPA 18e.1
EPA 2@@.9
EPA 200.9

: EPA 2oo.7
: EPA z@o.7

&pA.2o@.7
EPA 2@o.7
EPA 2(a0.7

\

i
1
I

s

I

i

I
4
I

Sm 23a08
EPA 245.1
EPA ;a¢.7

. 'EPA 2o@.7
I EPA 2eo.7
EPA 2ao.7

.»".,. .
l
»
I .

.s
|

SOLD
TO

987653

Lpsc0 (Litchfia1H Pank.Svc ¢o)_
111-Wi Ulguam Blvd, Suite B
Lic¢hfre1d Park, Hz essa

Attn: Matthew Garllsck

IL..

\

ITuchnlcal Se.rv.-ic of Arizona, Inc.

.wsal n. as" Avenue _o ph¢gHli,.¢=»iz¢na asoza

' (Bam s24-q1oq.- fgx (é92) 824-6101

u | i ~ I"

os-oe-09: 11 :01AMi

.ii

***** conT1 bE0 on ~ExT pass ill!!

E G E~ N o

F

WE ACCEPT VISA or M A S T E R C A R D

'I. 1
5' v.9.21

0212-10785

Description

Nitrogen as Nitrate
Total Alkalinity (as CeC03)
Chloride
Conductivity
Fluoride
Nitrogen as Ammonia
Nitrogen as Nitrite
Nitrate plus nitrite
p H ,

Surf ate
Cyanide, Total
Total Dissolved solids
Turbidity ;
Motels Digestion for GFAA
Nrsonic, Dissolved
Barium
Beryllium
Calcium
Cadmium'
Chromium
Filtration for Dies metals
Hardness. Total (Ca E mg)
Mercury -
Potassium
Magnesium
sodium
Nickel

f
l,

g9
I

I

I

I

I

SH IP
T O

Lnsco (Uitohfield Park Svc Co)
111 ,W. WigwaM Blvd, Suite B
Litchfield Bark, AZ asaae .

Attn: Muttheu Garlics

|

Qty Unit Unit-Pric9 Ext-price

4

4
4

4

4

4

a

4

4
a

4
q

q

q

4

4

a

a
4

4

4

4

4

4

4
4

EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EHCH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH
EACH

I
l602 324 6101

uLmwwu©13

TOTAL DUE

1 / 2 2 / 0 3

o.oa
14.4o
24.00
1e.@o
24.eo
36.99
1s.ao
15.0%
12.00
2a.a@
66.@@
18.eo
1e.@e
@.of
21.e@
13.50
13.s®
13.so
13.50
13.sa
.15.w
7.50
48.00
1a.so
13.so
18.50
1:§.so

NET to DAYS

as->292.s. I 1

2565 U so

# 4/ 'U

9.00
s7.so
96.00
72.oe
96.00

14a.@@
s@.o@
6®.e@
48.@@
96.@@

2sa.ee
7z.eo
72.90
eioo

8a.e®
s4.@a
sa.w®
sa.oe
$4.09
s4.@o
60.00
3o.oo
192.e®
s4.@o
54.@@
so.@@
5a.o@

P

'\

a

4 .



SALE TOTAL 2 ,ass . so

INVOICE TOTAL

DEPOSIT

z,sss.6er .
:PmVISA'

06-08-09; 1 1 :01AM$ , JAN Dlvlbiz

9
.\ » E G E N n \

.v

I I

Technical Services of Arizona. Inc."
1/22/'za I @9552

17681 n. 25m Avenue - Phoenix, Arizona asoaa ̀
(602) 324-6100 l fax (602) 324-6101

a
f \

SOLD

p

L p s c o  ( L i t c h f i e l d  P a r k  s y n  C o )
111  w,  W igwam B lvd ,  Su i te  B
L i t ch? ie1d .pn rk ,  AZ 8s34@

SHIP
TO .

I

LPSCO (L1 tcHf ie ld .Park  Svc Co)
.111 N.  N ig u a m B lvd .  S u i t e  B
L i t c h f i e l d  P a r k .  A Z  8 5 3 4 6

A-:rn : Ma t t h e w G a r l i cs Attn : Mathew Garlics
/

' TOTAL Aus 2565 n so
I

0212-19785 NET se DAYS

D e s c r i p t i o n Q t y  Un i t  Un i t - p r ic e  E x t - p r ic e

EPA
EPA
EPA
EPA
EPA
EPA

zo@.s
z@@.9
2 9 8 . 9
2941.9
z@@.7
3 2 o . 1

Lead
Arr simony
S¢1.e.nI.um
T h a l l i u m
Me t a l s  D i g e s t i o n  f o r
Br~omi.de

ICE

4
4
4
4
4
4

EA£H
EACH
EACH
EACH
EACH
EACH

21.¢o
21.aa
21.oo
21.08
24¢09
s6.eo

84.a@
84.09
84.@@
e4.ofa
96.0¢a

144.a@

|

I

WE ACCEPT VISA orMASTERCARD

e a

I

i



JHIZA ON
4

'

s
\O@38 0-4

65.00
95.00

PAYIIENT AUTH

APPNWALW4U

UATE 02.|0¢{[03 <
, .M¢umvo PAV 81,o4~

CODING

\OC>.4309" U 9 9 - 0 5

A. I.

SOLD TO:

02/05/2003 07:23 FAX 8239572339

LITQIFIELD pAax sntzvIcz COMPANY
ill w.. WIQIAM BLVD.~ .
SUITE B
LITCHFIELD PARK. AZ

ANIZORA MAINTENANCE LLZ:
6503 n. asm-4 AVE

GLENDALE. AZ asaus-aazs
sza-saT-2:1449 OFFICE / FAX

823684-0749 CELLULAR

l

I

85340

An120R4,m411s'112nAncB LLC .

wvolcs numsetu 03-004

sHipTU; LPSCO 4-AL

luvolcs DATE: 2I 3/ 03

I

PAGE: 1

FEB --soma

ET004

:

LPSCO vis:znAL Net 30 Days

Hand Deliver 3/5/03

12.00
3.00

LABOR TC FORM AND EINIS14

CU YDS OF CONCRETE

780.00
285.00

uxson AND MATERIALS TO RAISE

WELLHEAD A-r 4-AL.

WELLHEAD WILL MEET OR EXCEED ADEQ

BULLETIN # 10 STDS.

s
ala

1, 065.00g\lu\Qldl

Sales Tax

Total Invoice Amount

Payer .ant Received

$1,065.00

Check No : TOTAL DUE $1,065.00
in

uwnma

uvnwrlccklicrlluenm M6-245-5775 oiunuan-I



OUMBER'

L

PAGE.

pAvusul' '"""°"3'5 l

APPHONAL e/1.2.

oAleo4» f1° 3
AmounT11o no#l2,431. 17 .

coouua l
1on-0'E>C>- \\'H*QC> •

Y sHip Tl): L s s c g

•
ws, 4-nn

.~» ._ .

.G_3' Is o1f¢.g;s pA1;.e2sa:l72a:s9 ,;1~g;zoR.A_1aA1y;EnAncp LLC. 131002

invoice
3-012

ANIZORA MAINTENANCE LLC
esoa N. 8DIH AVE

GLENDALE. AZ 85888-8323
828-937-2339 OFF¢CE I FAX
523-694-0748 CELLULAR I4/03

alu 52ma
SQLDTO: LITCHFIELD PARK SERVICE <:oa4rAx

111 w, WI AH BLVD.
s u n s B
LITCHFIELD PARK, Az

4.-"

8_5340̀

1441;
ml

LPSCO VERBAL MATTHEW Net 30 Dave
SHIPPING METHOD

GREG R FROEHLING Hand Deliver 3/26/03 3/6/03

2.00
2.00
2.00

PRDGO FLEX COUPLING

1.o0
1.00
1-00
4.00
1.00
1.00
1.00

306.00
371.00

261.00
1,206.00

621.00

61130.00
70.40

344.75

288.85

386.00

612.00
742.00

522.00
1,206.00

621.00
6,130.00

281.50
344.75

288.85

386.00

1.00

12 X 4 x 12 TEE

4 mea PLUG vAz.vEs
AIR vAcuum RELEASE VALVE
AIR amrasrs vnvr:
Bnzavmo NON-'SIAM cnxrcx VALVE 760-03

12 Mai QUICK PLAMSES

12 INCH TEE

12 x 6 ECCENTRIC Rnnctcsa

6 IWCH BUTTERFLY VMLVE W/

HJINDWHEEL orznnron

12 INCH BUTTERFLY vALVE W/

xunuwazzn. OPERATOR

12 mea BOLT AND G\.SKET KIT

6 INCH BOLT BND Gn;s1<1~:rKIT

4 :mea GAsp<z:T AND 2301.2 KIT

834.00 834.00

0.00
2.00
6.00
1.00
1.00

12 x 2 TAPPMG SAU)LE

If x 1 TAPPMG SADJLE

23.00
9-05
6.12

93.00
81.67

184.00
18.10
36.72
93.00
81.67

P -

C-:>nti.nued

Cont inned

Continued
0 3

Subtotal

Seas Tax

Total Invaioe Amount

Pays ant Recdvcd

CheckNo' TOTAL DUE Continued

www.¢h8tlGbMis-cMn s00-2454775

FEB

annnud1l!l-n



02/'1§/20Q.Q 07:55 FAX 6239372889
r u'

A.t<Iz9RA 3441 » n~gn_AncE LLC. lZxoos

ANIZORA mAlnTenAt9cs LLC
InvolvE

INVCHCE NUMBERz 03-012E503 N. 801 H AVE
GLENDALE. AZ 55303-3323
823-937-2338 OFF\CE I FAX

623-694.0749 CELLULAR fnvolcE DATE- 2 /4/ 03

PAGE: 2

SOLD TO: LITCHFIELD max SERVICE COMPANY
111 w. wzewnu BLVD,
s o u s  B ..
LITCHFIELU PARK, AZ 85340

SHIP TO: Lvsco WELL 4-AL

LPSCD VBRBAL z41vr'razw Nat 30 Dlv8

GREG R FRQEHLING Hand Deliver 3/26/03 3/6/03

1.00 20 PT PC PC350 12 1nc:-1 DI PIPE 249. 60 249.60

I

sou::puEnT AND HRRDWAIE FOR LPSCO

WELL 4-AL

LEAD TIME FOR SCME I"t:ms MAY BE

A s  : D O G  A s  6  w n n m

1 2 , 6 3 1 . 2 9Subtoinl

S818 Tax

Total Inv :ice Amount

Payrn- :nr Raccivcd

$12 , 631 . 29

Check No* T'DTAL DUE $12. 631.29

www.d\0d¢llcl1¢ss.cum 100-268775 o*aa-4

343

1.



Date Ship VIA F.O.B. Terms

D2/18/D3 Origin UPON RECEIPT
Purchase Order number Omer Ozte safes person Our Order N umber

02/18/03 ROB ZEIDLER C23-009
Quanta

stern Number Descnptton Llnlt Price mum
R ellulred ShlDoed 8.0.

~"§388* new
:Nl:\llr°l4nl'Avr ¢ 1 " § /

-*:E.4H'!llH!;i§r\lMI'*I'!§ **-'{e - *

in
l l al

s

CHZOICE PUMP INC
11 InvoicePO BOX 215

BUCKEYE, AZ 85326 l \ 98
\
!

g
1

' : E
.7.
u.

_.J Customer No.: LPSCO

Invoice No.: 118417

Bill To: LPSCO
111 w. VVIGW/°4M BLVD.

STE. B

LITCHFIELD PARK. AZ 85340

Ship To: WELL 4 AL

1 1 INSTALL 2 PATCH

255 &338

3575.00 3575.00

1 1 I NSTALL 1 PATCH

2/16/03
2400.00 2400.00

Invoice subtotal

Sales tax @8.300%
5975.00

baa ,GB

Invoice total 8219.68

u/*f
J"l*?I'* ¢---up

I- 100 - o¢ ~LlS1 '8 ": (5.3
A

i

._......_._

FEB



uvmnlsl»

NET 30 DAYS
MP"

20-MAR-03

. lnsu

CONDE SLUGA
has

1 of 1

» . .. , .». |
152045 »~l»».l YRTC F RTC AIRBORNE

vs

1

2

note

plea
prod
Chan
THES
STAT
LAW.

J '

.<€.~

et.9
%

' 4/7

v go"
%"",»\

»=@~ .n s_§
g\5 V"

INTEGRAL MANI
Eccn #
Schedule B#

" 4 3
I

2088G2S22A "*
pressure c
ECCH #
schedule B 8

* 4 P

Serial nos '
0239883
0306RT12AA11

500
90 ,20.0000/8./

l

'~°'I3@"'" 3 1 9 'l*(,* I
se email co~ ~ments re r e quality of
acts, services or pro to:
.RMD-customerFeedback@ rsonprocess.com.
1 COMMODITIES ARE INTENDED FOR USE WITHIN I
BS. ALL EXPORTS MUST BE MADE IN ACCORDANC

Sub Total
Freight Charges
Tax

..l-J5d£':6ll.h'

> 4
Q

LB9Gross weight No of packages

Original Invoice

1
8AgH

1
EACH

Roger

'HEUI
swan

1

1,122.00

100.00

(Cunt

FITED
t u.s 1

m ap $1,303.88

Rnsempunt Inc. 9

¢

.--» -------"~"*

I x

"Et g.,

"SJ
.i

.LA

samuvofcsnnollrnrv:

nmuupu.
-1zoo1 Tldlll¢l 0ml I
so»nplua,u sss44 usA
Td.1 (beam-avoo
raxuusaym-arav
s-musr.unoa=¢»u1u-nannuoenuuaunrluuuqzuun

FEB zazotn dl-u-u

INVOICE
r\ a

1 4
| * ' i

' :mms
Ann 18-FEB-03 null 1966586

Bill  TO: ATTN: ACCOUNTS PAYABLE
LITCHFIELD PARK SERVICE CO
111 w. WIGWAM BLVD STB B
LITCHFIELD PARK, AZ 85340-4636
US

ROSEMOIINT INC
PO BOX 70114

G-IICAGO, IL 60673-0114

ship To: LITGIFIELD PARK SERVICE CO
111 W WIGWAM BLVD STE B
L1T<3F1ELn PARK, AZ 85340-4636
US

~aunuln»n.»u\la\
7 1 3 4

m ' mpA1Q»»(»3 .L¢>T 3634337265 8-FEB-03

1 1,122.00

2 100.00

al, 222 . of
$13.45
$68.43

0f\l!fhluhlld!MI\l'fl!l'4l\tlGunGUl:l\l\1!Sdl'N\lllMdldifhlitit.SdlrhllbyW11IUlll!Ihlu00llllI\lllllllMII'lllby
-runpraanmInnnmplmmuuuaanp1vauionuunnnnuofsaeuanaruma12»1u»HruuursuuausAv.u
n4l¢.u»anngallaunnsaluamuamaulnlausuudnunranamalnurnuuum1aus1aunuiuelua.

mlllaumlilu

i

i
1

I I

I



nvumnm
NET 30 DAYS

sir"
20-mAR-03

Una
CONDE SLUGA

rue

1 o f  1

¢

52045
_'."u_ : r

RTC FACTORY
:-

RTC AIRBORNE

1

2

Note

pie
pro
Chat
THE.
SON
LAW

9026.20.0000

2088G2S22A1M5B4S5
pressure Transmitter
Eccn #
Schedule B#

9026.20.0000

Serial nos
0239883
0306RT12AA11
INTEGRAL MANIFOLD
Ecce #
Schedule B#

use email comments regarding the quality o
ducts, services or processes to;
L.RM9-custcmerFeedback@Emersonprocess.com.
:E COMMODITIES ARE INTENDED FOR USE WITHIN
'ES. ALL EXPORTS MUST BE MADE IN ACCORDANT

r

Sub Total
Freight Charges
Tax

No of packagesLB9Gross weigh

IBVOiC€ copy

1
EACH

1
EACH

1
Rose

THE I
'E wl'J

1

1 , 1 2 2 . 0 0

100 .00

»mount

INITED
'H U. s •

i MWWT
$1, 303 . as

Rosen unt Inc. 4
A

mu luvozslmlrn m-

nmauun us.
.12001 Nndmolomf nm .
Evan Pl\llll. in ssa44 USA
Tal.1 (°s2)a2n-m110
FIG. 1 wawa-ara:
E-mil: sr.maA4ewun1mfauasmuuunr1uuuo1n '  f

8 " 4-JI -*W ~ . A.

I

FEB a l t o . . .24
ii Q /Ly E

. . _ . _ _ .  ' L J  i

au-_

INVOICE
-ml

illlui
nm! 18-FE8-03 1966586

Bill To: ATTN: ACCOUNTS PAYABLE
LITCHFIELD PARK SERVICE co
111 w WIGWAM BLVD STE B
Lrrcr-zrnznn PARK, As 85340-4636
US

ROSEMOUNT INC
PO Box 70114

CHICAGO, IL 60673-0114

ship TO: LITGIFIELD PARK SERVICE co
111 W WIGWAM BLVD STE B
LITCHFIELD PARK, Az 85340-4636
US

vo"
PREPAID AND ADD

m.-/un
3634337265 -FEB-03

1 1,122 .00

2 100 .00

$1, 222 . 00
$13.45
$68.43

»a1uerluubhl=ltn1hlTeln\llrlnl0undllunld8dl'unhlbldroiihlspqu.Sulurluuhyeulllssihnlluguodsvnanuhdundby
:rwuproduonlnennwlancawlihllqapluhllnquhm»mldSlc11un8.7lull12dIl\sFil1llufStlndlldsAdl
nam,u»a¢fnguuuw¢u1u¢lu¢nala»Llullasuaanwumunrauuuralnmuuuursncuun141unn

I

i

I

L

I .

Mann!
uuulu



a I e Imum
K ""'!'f'34 '°~='°'ene92un'§ 9!&-"4 !5 DAYS 3;4,

:nm
CONDE sLuGA(623)935 102(

nuaurraun
PREPAID AND ADD

aumnruln
:xi SHIPPING POINT

mm
Y

2088G2S22A1M5B4S5
pressure Transmitter
cost Ref

10

ship from; MINNEAPGLIS, MN
Ship via RTC AIRBORNE

19 Calibration
0 to

0306RT12AA11
INTEGRAL MANIFOLD
Cult Ref

ship from: MINNEAPOLIS, MN
8h1p via RTC AIRBORNE

g Calibration

lease email co~ ~ments regarding the q
educts, services or processes to:
an.RMD~customerFeedbackoEmersonproc

~.

.

SE CQMM0DITI8S
ALLATES.

w.

ARE INTENDED FOR US
EXPORTS MUST BE MADE IN

\¢9c:- 81DC)° \\°»

l0€)~ 6299- \\€)

QJL
w

/.,

. page 1 of 1

D2/25/03

"on # E

Jule B# 9

|

PSI

2/25/03

cm # E
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LPSCO VERBAL MATTHEW G Net 30 Days

GREG R FROEHLING Hand Deliver 3/14/03 4/13/03

1 .of FREIGHT FOR 4-AL PARTS 469. 61 469. 61

FREIGHT CHARGES WERE NOT ON THE

ORIGINAL INVOICE 03-012 As QUOTED

FROM DANA KEPNER.

l

Q
0 3 3

Subtotal 469.61

Sales Tax

Total Invoice Amount $469.61

PaymentReceived

Check No: TOTAL DUE $469.61
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1.00 SECURITY CAGE PARTS AND MATERIALS 826 33 826.33
6.00 LABOR TO Iuswm 65.00 390 00
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Sales Tax 100. 96

Total Invoice Amount $1,317.29
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l Southwest Ground-water Consultants, Inc.
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INVOICE 1

March 12, 2003

TO: Mr. Matthew E. Garlick
Technical Services Supervisor
Litchfield Park Service Company
111 West Wigwam Blvd., SuiteB
Litchfield Park, Arizona 85340

SUBJECT: Airline Welltield Well CAL
(SGC Project No. 675)

AUTHORIZATION : Mr. Matthew E. Garlick (Agreement dated December 4,
2002). Signed December 13, 2002

INVOICE NO: B.675-1

PERIODS through February 28, 2003

Completed pump testing and downhole logging and sampling of well CAL. Initiated final
well report.

$892.50
$1,280.00
$1 ,495.00
$1,265.00

Senior Hydrogeologist (SN) 8.5 hrs @ $105/hr
Staff Hydrologist (NM) 16.0 hrs @ $80/hr
Staff Hydrologist (VE) 23.0 hrs @ $65/hr
Technical Support (GL) 23.0 hrs @ $55/hr
Expenses:

Dovmhole logger ($3,066.5 + $2,785.00)
Field Equipment ($185 + $84.5)

$5,851.50
$269.50

TOTAL AMOUNT DUE $11,053.50
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Prescott, Arizona
Phoenix. Arizona

A 20m

I
J



Peg c

CHARGE TO:

-206

1

1

1

S

szol wooomene Dive eAKeRsnEuJ, cA saa1a~271o
(861) B34-8100

DI

1
1

8

SOUTHWEST GROUNDWATER
3900 E CAMELBACK RD #200
PHOENIX, AZ 85018-2636
(602) 955-5547

ii
fu. ,
-aL-.

,..
5v11

36539

'z .

330504
337004
331724
331 744

welenqo

\

SERVICE CHARGE
ASCI1 wiLL DATA
SPINNER LOGS
DEPTH SPECIPI C

\

CK. NO.

DATE

I

JOB LOCATION:

AID
G O

12/17/02

SAMPLES

DISK

souTHwesT GROUNDWATER
REQUESTED BT' GART LAwR£nc5
WELL #4 AC
LOC: SUN CITY,

(602)

NET

955-5547

4

,1

:

INVOICE NO.

525. 00
30 I 00

1111 I50
175. 00

9

30

1

o
0
0
o

>.

|

EL MIRAGE

ztuvmaé r>4i£:i

36539

1 2 / 2 0 / 0 2

525.00
30. 00

1111 o 50
1400.00

e pay fromthos invoice. Interest will becharged on al

r *ANT
8 IN WRITING BAKER-SFIELD

I as t t .
uh amounB1°z.??98 °é1f5&°fr8% "*f*6"' 1nvo1 co ws T

T O ONI-IICB4= * z

3066 .50

S

1

u

960114 'You

E

r

r

3066. 50



Hz Z 51̀1r4.

S-206

CHARGE TO:

Page

HI

1
12

l

5 2 0 1  W O O D M E R E  D R N E B A K E RS F IE LD, C A 93313-2770
( 6 6 1 ) 8 3 4 - 5 1 0 0

1
1

12

DI

SOUTHWEST GRQUNDMMTER
3 9 0 0  E  C A M L B A C K RD # 2 0 0
PHOENIX , A Z 8 5 0 1 8 - 2 6 3 6
( 6 0 2 ) 9 5 5 - 5 5 4 7

|

fl
s

! . . 32 ..'~,.~

4 *q . ifs
I .:':*i>

g

Mt.,

*.

3

36540

Iy
r

330504
337004
331744

w elenco

4

~5?.':,~7" a

."=;=' ,-

' 9 4144. \*u.¢
.

»

SERVICE CHARGE
EXCESS STANDBT
DEPTH SPECIFIC

\1* i I

CK. NQ

DATE

P A I I

JOB LOCATIONs

Kroc,
I

12/18/02

TIME
SAMPLES

¢ -

souTHs£sT GROUNDWATER
REQUESTED BT GARY LAWRENCE
we-:LL #4 AC
LOC: SUN CITY,
(602) 955-5547

NET

I N V OI C E  N O.

5"5.00
160.00
175.00

30

|

AZ

0
0
O

I

36540

A N  V K J I L I Q L /

12/20/02

525. 00
160.00

2100.00

2 7 8 5  0 03 pay from this invoice. Interest will be' char§éd on all

BILLING TO INVOICE 1susT
TO. BAKERSFIELD OFFICE** #

9; amounts at the rateof 1 v.% go month.

; IN WRITING

. _ »

l

l

1

Sr

I

980,6 We

I I

2 7 8 5  0 0

I

C

•



Field .Expense Report

Job Number

Job Name

8 357

444

Date

Client

I2//7 */2//8/0)

/  F 540

49

MILEAGE
2 wheel drive miles @ $0.50 per mile = $

SUB-TOTAL $

/29

9

9

4 wheel drive miles @ $0.75 per mile = S » 9

METERS
pH, Temperature, Eh

l days @ sis per day = $

r'~
Specific Conductivity

days @ $25 per day = S

/ 9 9

Dissolved Oxygen
days @ $25 per day = S

I2_5

Electronic Sounder
2 days @ $50 per day = $

Other
per day = $ SUB-TOTAL $days $

25

SAMPLING EQUIPMENT
Disposable Bailers

bailers @ $10 per bailer = $

Decontamination Equipment
days @ $20 per day = S

Other
per day = Sdays @ $ SUa-TOTALs Q

up
TOTAL $ /up

SGC Staff
REMARKS

¢4,4/Project Manager

Southwest Ground-water Consultants, Inc.8
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Field EXp else Report

Date Job Number 4 7 5 '

Job NameClient

VIILEAGE
47 2 wheel drive miles @ $0.50 per mile = 5 , 5 4 / 5 '

SUB~TOTALS 2 .4 / )
,,.» '

4 wheel drive miles @ $0.75 per mile = S

=tETERS
pH, Temperature, Eh

. days @S25 per day = S

Specific Conductivity
days @ S25 per day = S

Dissolved Oxygen
days @ S25 per day = S

Electronic Sounder
/ days @ S50 per day S

Other
SUB-TO TAL s > 0

f

days @S per day = S

8l\/IPLING EQUIPMENT
Disposable Bailers ,

bailers @ $10 per bailer = s '

X

Decontamination Equipment
days @ $20 per day = S

O thee
days @ S per day - S SUB-TOTAL S

TOTALs

:MARKS SGC Staff //

4 9

Project Manager

Southwest Ground-water Consultants, Inc.
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Dana Kepnor Co.,
saleable condition.

BILL TO:

SHE TO:

CUSTJ:

I IE P IE I I

LIT CHFIELD l>Ala<, Az 85340

LITCHFIELD PARK SERVICE

111 w wra» a~t4 BLVD 8

LITCHFIELD PARK, AZ 85340

LITCHFIELD PAN( SERVICE
111 w wramnn BLVD #e

56490000

C0

C0

Dana Kepner Company, Inc.
Western Industrial Supply, LLC

Ana Kepner
Dr .  281
vet. CO

Freight
Invoice

80271 0281

Company, Inc.

In
Total

INVOICE

3652 to

lncJWsstsm Industrial Supply, LLC. standard terms and condldons apply. All rsuImsmust be approved and In full
Returns will ho subioct to s restocking drugs. Ssrvks chalgn will Bo appllod to hvolcos dust so not paid within terms.
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Dana Kepner Company, Inc.
Western Industrial Supply, LLC

INVOICE

CUST.l':

SHIP TO:

56490000

LITCHFIELD PARK SERVICE C0
111 u WIGMM BLVD #B ~7

REMIT  ̀TO'

LITCHFIELD PARK. AZ 85340

Dana Kepler Company. Inc.
Dept. 281
Denver. C0 80271-0281

1

BILL TG: LITCHFIELD PARK SERVICE C0
111 w HIGH BLVD #8

LITCHFIELD PARK, AZ 85340

Last Page
Dana Kcpner Co.,lnc./Wostam Industrial Supply, LLC. standard arms and conditions apply. All inurns must be approved and in full
saleable condition. Returns will be sub km to a restocking cargo. Sonics chlrqol all be 1pp11W to lnvolcan Mn are not paid wMa form.
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BILL TO:

SHIP TO:

CUSTJ:

IIEPIEII

LITCHFIELD PARK SERVICE C0
111 w WIGMAH BLVD #B

LITCHFIELD PARK. AZ 85340

LITCHFIELD PARK, AZ 85340

LITCHFIELD PARK SERVICE C0
111 w WIGNAM BLVD #B

56490000

Dana Kepner Company, Inc.
Western Industrial Supply, LLC
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T'\ ' =  ° 1  4 . - y
I . I

l
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Avram

VS

alem

f
RéM|1- YO: Dana Kepner Company. Inc.

Dept. 281
Denver. co 80271-0281

INVOICE

Las t Page
Dana Kepler Co.,lne./Western Industrial Supply. LLC. standard terms and conditions apply. All returns must be approved and In full
saleable condition. Returns will be subject to a restocking charge. Service charges will bl applied to Invoices that ere not paid within terms
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Daze ship VT3 JOB Ar JOB SITE
4 '2/H3

purchase Order Number Qrcer D318 SEYIIMSiatlc

04/22/03
u: v

Item Number Description um priceI I Amour

PAYIIENT AuTHonlzAnou

Aprno\AL ?*'"°*'~¢~£'
DATE 9 2/ 43

A M ou n t ° r o , J  * Z z  2  Z N / T

CODING •

9 / L

|0<>-0oQ- I/$9-46 4 4;,s.28--
s

n

C H 2 0 I C E  P U M P  I N C 4

InvoicePT sox 5757
GOODYEAR, As 85338 APR 2 a an

i
.J .

,._£1Jstomer No. :

Invoice No.:
Lpsco
11655

viII To; Lpsco
111 w. Vv1GWAM BLVD.
STE. B
LITCHFIELD PARK. AZ essa

Ship To:

C23-008

AIRLInE #4

3 5 0  H P  U . S .  V H S  W P I
E L E C T R I C  M O T O R

1 6 8 5 6 . 0 0 1 6 8 5 6 . 0 0

0 . 8 0 0 . 0 0
S I N  6 0 4 0 2 1 5 8 0 9 0 - 1 0 0 R

1 1  S T A G E  1 2 E N H
F L O W S E R V E  B O W L
A S S E M B L Y

1 2 1 0 0 . 0 0 1 2 1 0 0 . 0 0

1 0 "  x  1 2 "  x  2 4 . 5  F A B .
D I S C H A R G E  H E A D
W I T H  S O L E  P L A T E

4 7 3 7 . 0 0 4737.00

£841/"'*""
5 4 0  F T .  1 / 2  R E D  R U B B E R
A I R U N E  W I
F I T r l n G s

1 1 7 0 . 0 0 1170.00

m r - z  A N T »  C R A N E  T O  I N S T A L L 5 8 0 0 . 0 0 5 8 0 0 . 0 0

In vo ice  su b to ta l

S a l e s  t a x  @  6 . 3 0 0 %
4 0 6 6 3 . 0 0

1 6 6 5 . 1 5

I n v o i c e  t o t a l 4 2 3 2 8 - 1 5

I
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L Southwest Ground-water Consultants, Inc.

INVOICE

July 7, 2003
ram

TO' Mr. Matthew E. Garlick
Technical Services Supervisor
Litchfield Park Service Company
l11 West Wigwam Blvd., Suite B
Litchfield Park, Arizona 85340

SUBJECT: Airl'me Welliield Well CAL
(SGcpl-0jg¢t No. 675)

AUT1-roR1z».T1on: Mr. Matthew E. Garrick (Agreement dated December 4,
2002). Signed December 13, 2002

INVOICE NO: B.675-2

PERIOD : March 1, 2003 through June 30, 2003

Completed final well report and submitted April 14, 2003 .

Senior Hydrogeologist (SN)
Stall? Hydrologist (NM)
Staff Hydrologist (DH)
Staff Hydrologist (GN)
Technical Support (SM)
Expenses'

Reproducion ($84.30)

4.5 hrs @ $105/hr
15.5 hrs @ $80/hr
0.5 hrs @ $65/hr
3.5 hrs @ $65/hr
1.0 hrs @ s55/hr

$472.50
$1,240.00
$32.50
$227.50
$55.00

$84.30

0

TOTAL AMOUNT DUE $2,111.80

41>A,
t

t

I

r

l

3900 East Camelback Road, #200
Phoenix, Arizona 85018-2636
(602) 955-5547 Fax (602) 955-7585

£8
Prescott, Arizona
Phoenix, Arizona



DATE DESCRIPTION HOURS TOTAL
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/ 444441
| 1

4 4 43 f I £444-44.
F Ism% 9424 .=*""l

3 4

/

TRAVEL TIME4480<JJ»"vL/64;
A

1 TOTALg41-4L»AF9x/ins

v

Thayne Excavating and Construction Inc.
o 2121

12632 n. 78th Dr.
Peoria, AZ 85381

W" License No. I

_ \LL - T. _ M

¢ 344¢>/9-93g '('¢»"'SZ¢Wy ,z~»43

fa
623-334-0433

Mobile: 602-579-6405

Add.

Job Location .44 - I/ I7/£15144-4 /r
\`/41/él/(vi-Q P L

61
.it

44L \
if

ll

/ I

{'_' ~/'

. w
»

A 0- '\ ' . . . . .NOTICE: Our perators are under your junsdlctlon andcontrol and will make every effort to
place materials where you, our customer, designates, but we assume no responsibility for
damages or del; usto 'nature ceniflesjob was completed in a satisfactory manner.

4 w !84
Operate customer Signature

vs
€&>©<>- 1-o 1<:>o- lo- l`10o- a4s=c>c.>

45

aL
MY

N

5



DATE DESCRIPTION HOURS TOTA L
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TRAVEL TIME

TOTAL

9

43
4»
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f v /l 'A'A 4

I I

I I|

nI Ir
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LI .w I | I I iJ
* n V u nr an

8337 w. Pierson St.
Phoenix, Arizona 85037

Thayne Excavating and Construction Inc.

NoROC License No. 162975 291

| __ 1 1 623-334.0433
Mobile: 602-579-6405

Co.

Add./,4
,_,b l " gr

. Q . 8

6  £8 ' & 3

'"3l- 4,i>~»-

,re ~.
D

\
QSI

4-»*
- I

T> 3
'l/T388

03 OO'3-
NOTICE: Our operators are under yourjurisdiction and control and will make every conTort to

place materials where you, our customer, designates, but we assume no responsibility for

damages or Dela! Customer signature certifies job was completed in a satisfactory manner.

Operator
Customer Signature

-| '¥̀ l'éi"¢

G
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TOTAL
I
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Thayne Excavating and Construct

ROC License No. 162975
8337 W. Pierson St.
Phoenix, Arizona 85037

W M
023-334~0433

Mobile: 602-579-6405

Co. 24i? /é *QZ
Add.

Job Location 4?// i/M14 gr

TOTAL

I
I
I

I

I

.3» *

t

l r.

place materials r

i 1 II l l \lllllI I\I\l\l\l\IIlull \Ill\ l l l

NOTICE: Our c

damages or del

1
4

'r' .
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1-' 1

Operator

41!? .-ws
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Customer Signature l
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8337 D St.

Phoenix, Arizona 85037

Thayne Excavating and Construction Inc.

YL 'n NO8

623-334~0433
Mobile: 602-579-6405

Date I ' 8 ¢3 ' 0 . 3

Ada. /// 4 4 4 %  4 . 2 3 6

ac 'on 60/ '°
1abL an 7,9¢é--e £7 I¢¢4m1="z.,e~ /€Q-4?

Co.

80CLic¢ns¢ No. 162975 2 9 5

41 /45 ca
J--*

Iv/4/.m415;
I 47 . tw4».

I ivA»-2421,

¢
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. :~
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1
. __
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I
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')noTicE:

8 place materials we¢llc you, our customer, designates, but we assume no responsibility for

Our operators are under your jurisdiction and control and will make every effort to

damages or delays Customer signature certifies job was completed in a satisfactory manner.

Operator Customer Signature
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To° .

£9,5

Invoice ID: 100261
Invoice Date: 09-04-2003

DrawlD: PO CAL
Customer ID: LPSCO001

P.O. #1 CAL

Litchfield Park Services
111 w. Wigwam Blvd.
Suite B
Litch6eld Park. AZ 85340

Mks.  NMA l= l4r \%r . . . in can

Job Location:
10-1480

LPSCO Litchfield Park
Bethany Home & EI Mirage
Goodyear, AZ

I I
g

| aL...*,.

Item
1

Description
Manufacture 8'X6' Slide Gate

Unit of
Units Measure

1.00 LS
Unit Prim;

2,300.00

Hr'.'*/:
-'7'U{J~(}Q6U..
' 'i4'*'mT,*{-'-'9

Amount Billed
Total Tax

$2,300.00
124.09

Retainage Held

DATE DUE: 10-01-2003 Amount Due
263 S. Exfmlol Rad v Musa, Mina 85210 v Of flu (480) 969-4995 v Fax(480) 9694733

Jr . .

i_8.£C3 l?'»__U\'_//1é'.|Q v

$2,424.09



INVOICE no.

17953

BILL TO

LPSCO
111 w WIGWAM BLVD
SUITE B
LITCHFIELD, AZ 85340

ATTENTION TERMS INVOICE DATE JOB LOCATION P.O. NUMBER

Net 30 5/19/2003 WELL CAL

DESCRIPTION a w EACH AMOUNT

lMATERIALS ON HAND

I,Ji
PL

9%

1

»°"\ \
y' .4`345__

40,000.00

3

4»<L\
( P

40,000.00T

.\
._<f

/if.f
/ r 'j

1;,»~;.... /'

f f "
/.J

//

' .4

>

44
eledfff

~m»~»+
pAvusr4T ""'98383l°"

A P P R U V ? l 4 4 1 6

D A T E o O

Amoul~4T'vo PAV W "  J  L Q 8 0 ,
lu-

sc o o l i e

s

6 w »-O I09-~ lb'

s

9
> * "C1c>

I*

D N D ELECTRICAL in v INVCICE
1990 North Alma School #327
PHONE: (480)545-7006,
FAX 480-545-6228
CHANDLER, AZ 85224

?.4 2 2943fu
e L

I

I-vlan»l:\n¢¢4ll\* "»°- un L -noh

-

I

I

Sa les  Tax ( 8 .3% ) $3,320.00

INVOICE TOTAL 343,320.00



INVOICE NO.

17953

BILL TO

LPSCO
111 w WIGWAM BLVD
SUITE B
LITCHFIELD, AZ 85340

ATTENTION TERMS Due am law° l¢» DIIbtll! JOB uoczfmcnv YOUR ORDEH P.O. NUh8ER

Net 30 6/18/2003 5/19/2803 w8_L 4J\L

DSSURSPTION a w EACH AMOUNT

mATEluAI.s on »who

( 484 )

1

J

C

40.000.00

wet
14

§~r-+

*; ha
I

Ya

99 lo/€§¢
c1<=l4 I"1 C

4 I2.s/63

40,000.00

sale. Tax (8.3%) 53,320.00

INVOICE TOTAL $43,320.00

nu-rnmuunlaa
.

1
0

4
4

-n» AtI

n m . ll I I

II
U r

¢» -

u s

1 J 4'

D N D ELECTRICAL

1990 Nor th  Alma sdi éa l  #327
PHONE:  (4so)545-7006,
FAX 480-545-6228
CHANDLER, AZ 85224

it l INVOICE

A finance charge of 1.5% per month or the maximum dlowwble by law whichever is gala-,
will be assayed if payment is not rccdvcd by invoice due day.
TERMS & CONDITIONS
The customeragrces that in the cventlegal action isnecessarytoeliect collection of the
account balance, the customer will pay all costs of suit, including alxomcys fees.

I

L

v

-!9€914
'lgfzfl 1,9



INVOICE no.

17953

BILL TO

LPSCO
111 w WIGWAM BLVD
SUITE B
LITCHFIELD, AZ 85340

ATTENTION TERMS Duo date lnvnluaou JOB Loc non YOUR ORDER P.O. uunaaen

N¢t 30 6/18/2003 5/19/2003 WELL 444L

DESCRIPTION QTY EACH Anouan'

MATERIALS ON HAND

am

.

3|

I <

40,000.0

rlri
9 9  1 0 / 8 9 :

Q1<=A- Fl Q'
6 /zs /3  3

40,000.00

\

c o
»,-44.

/

Sales Tax (8.3%)
$3,320.00

I N V G I C E  T O T A L $43,320.40

n u - r n m l a m x - m e
I
Q

I
4

8

'I I I |

.I
AI

)
4

I IIIII"Q
' inI

1I II I I 1
ll.u.u. Ian

r

I

'~. OL..

\
-r

D N D ELECTRICAL ~»
1990 North Alma School #327
pl-lonE: (480)54»5-7006,
FAX 480-545-6228
CHANDLER, Az 85224

"* \ INVOICE

A finance charge of l.5%-per month or the maximum allowable by law whichever is greater,
will be assessed if payment is not receive by invoice due dame.
TERMS & CONDITIONS
'Hue customer agrees that in the event legal action is necessary to effect collection of the
account balance, the custnma' will pay dl coats of suit, including attorney's fees.

L

i

- w>49»~¢~>

'Z95z0.



DATE INVOICE #

7/17/2003 CLIP995

SHIP TO

1.rrc11pm1n PARK SERVICES
111 w wlowAm BLVD
LITCHFIBLD PARK. AZ 85340

BILL TO

Lrrcm*l;ELD PARK SERVICES
I ll w WIGWMM BLVD
Lrrclu=1F.LD PARK, AZ 85340

reams Si-'BFDATE

Duconnaociyl 7/1 wanna

QTY RATE uascawmon Annum

20.00

;

M

3/
O
QF/

£21

"

ANNUAL amcrnowAssn~¢sLvmsrnvc (6»  cA)

Q

x .1 x r .
.,~*~.~ M <'%X/

L

WWW

Una'

***,,n u»
A-4...

*U

a ©" " - » -

2o.oo

31%
'I1u|d:yo\9 f¢ry~auw!:nnsin|anL Tata! szcno

<-

Invoice
~i
»4

T & S LANDSCAPING SERVICES
. _p _

P.O, BOX 1761
SUN CITY, AZ 85372-1761
623-930-0240
623-930-1502 FAX

E-0lW/

4I

THANK YOU FOR YOUR BUSINESS.
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o£TAcl4 THIS PORTION AND INCLUDE wrru pAvll:ln
'F '=~'. 4'sr\.;».!1l=s.nvL1<;i;».P£.a~l" .1 .J'€J'<.r7' . *L

75169
1238913 BL

Customer #=
Order # :
Related PO:
BID/Plt :
Invoice # z

0101200
905162

Send your remittance to: (please note new address)

American Fence Company
P.O. Box 19040
Phoenix, AZ 85005-9040

Amount EnclosedFor biiiing inquiries only, call 1~888.~691 4565.

» . . - . .

DELIVERY OF 196 FT TEMPORARY FENCE AND RENT UP TO 1 MONTH

00
, I/100 09

FROM 12/03/03 TO 01/02/04
X25062

Request Date
12/D4/03

I n v o i c e  D 3 t € :  1 2 / 0 4 / 0 3
I n v o i c e  # : 905162

sold TO: 1.I'ncn1=InI.n PARK s8nwiie8 co.
109 w 8omsysucrcn8
LITCHFIELD PARK, AZ 85340

AMERICAN FENCE co OF ARIZ INC
2502 n. 27TH AVE.
PHOENIX, AZ 85o09
(602) 272-2333

1suw\vv\vw:v

Work Performed

re wu
nouvz1uol4.lnv.LnavuAva

D e s c r i p t i o n

I  N  v  o  I  c  E

Customer P.O.

Thank You for Your Business!

¢

\

<9
%1""3

60

Ship toe LITca1"I1zI.n P GO.
N/B/C EL MIRAGE &: BETHANY Hoi
PUMPS
PER uA'1'm1:w
LITcHF1n:L.1> PARK, Az 85340

Amount Due

Amount Paid=

S u b t o t a l

Ship:  X25062
I n s t ;  T A

_

4/Wl

INVOICE

•
•

_

T9i§
N lo

@' V
3SERVICE

E x t .  P r i c e

i

425.00

4 2 5 . 0 0

425 • 01

.of

1
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Customer ID Customer PO
198

Net 30 Days

QuantitY Item Description UnitPrice ExtensionI

t

3,650.0

84.

PI» |

W 4/PL

/.2"L,4LL'~<

953

. Q1

!r

. 1i  u 1

*

4
| I

l4..- 4
y um l!! I4 I I III

I

4

11
\

4' J : i

1 InvoiceInc .Auza & Aura Contracting,
1112 w Hatcher Rd
Phoenix, AZ 85021 £4836 I

|

:

...._ .

Invoice Number:
1931

Invoice Date:
Aug 14 I 2003Voice:

Fax:
602-870-6679
602-944-0516

SoldTo:
LPSCO - Litchfield Park Serv ice Co.
1111 w. Wigwam Blvd
#B
Litchfield Park, AZ 85340

Job Nmnc:
LPSCO - Well 4AL/9AL Waterline
Inter-Connect
Glendale c. E1 mirage Rd .

payment rams

1 .OG F i n a l  B i l l i n g
3, 650.00

@\94

*H\L~ 'M

o

IT>~
I i

I

,»

3, 650.00

Check No:

Subtotal
Sales Tax

Total Invoice Amount

Payment Received
3,650.00

So

TOTAL 3 , 6 5 0 . 0 0

I



I IDescry on Unit Unit Rate Quanta Extension
24" alp LEM Lf s 41 Qs

,H16" PLEM Lf 40.00s 4 1s
VI I12" PLEM Lf 32.00s 40 $ 1 ,280.00

ABC Bedding Lf 10.50$ 40 420.00s
Br DIP LEM Lf s s
6' DIP LEM Ea us - s
24" GateValve B&C Ea _s $
16" Gate Valve Bar Ea s 7,150.00 D .s
8' Valve Box a. Cover Ea s - _s
6' VaNe Box & Cover Ea s _ ¢s
16" Tee Ea s 4,100.00 B s

Fittings12" 45 Deg & 90 Ea 525.00s 2 s 1 ,050.00
16" x 12' Reducer & Figs Ea 850.00s 1 s 850.00

Ea 4s $
291 Blow Offs 16»& 12' Ea s 425.00 $
Air Relief Valves Ea s - _s
Road Crossing Lf 25.00s I s
AC R&R SY s 0 .s
Barricades Sewer & Water LS $ Q -$
Removal of old 16' Butterfly Valve & fittings LS $ 2,000.00 Dr s

SUBTOTAL WATER: s a,eoo.no

msc-

Communication Conduit os
21 DB 120 Conduit w/ Muleta Lf 0.65s - .-s
J Boxes Ea s 50.00 1 50.00s
Survey LS 1 .00s - s

s
SUBTOTAL ms 50.00s

TOTAL WATER & SEWER s 3,650.00

s 3,650.00

•

'O
o 4

W
M

4
C

PRQPQSAL,

Project:
Location:
Take Off:
Supplier:

Document:
Plans Rcvd:

LPSCO - We! 4AU9AL Waterline Inter-Connect
Glendale & EIMirage Rd
David
0
LPSCO - Well 4Au9AL Waterline Inter-Connect
07/11/03

Description UM Quantity Extentiqn $

Waterline lnstaltion

Quit

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
18
17
18
19
20

SALES TAX 8.3 x65%: 5.395% s
TOTAL THIS ESTIMATE



Customer ID Customer PO Payment Terms
Net 30 Days198 03036

Quantity Item Description UnitPrice Extension
I1 .o 10,448.4

ha
I

¢

a w l a . 1913449

Ev

I .

\ 7:

91f f»

1 4' M 4¢

nwnln'

d
I

z
I

¢

l
U

.al9 '

I

l
l

n

\

» d

v

Invoice
. 1

Aura & Xuza Cont rac t i ng,  I nc .
1112 w Hatcher Rd
Phoenix,  AZ 85021,_, I

Invoice Number:
1956

Invoice Date:
Sep 5 , 200 3

Voice:
Fax:

602-870~6679
602-944~0516

Job Name:
LPSCO
9AL-4AL Well
Watzerl ire

Sold To:
LPSCO - Litchfield Park Service of.
1111 W. Wigwam Blvd
#B
Litchfield Park, 85340AZ

I n t er connec t

co s
R a .

I

10,448.46

I

10,44e . 40

10,44B .40

Check No :

m.

Subwtd
Sades Tax

Total Invoice Amount
Payment Received

TOTAL 10,448.40



7/18/2003Date: Job No. 03036

Job Name/Location: BAL-4AL Well Interconnect Waterllne

Reference: Date d ExistingContract:

We honey agua m make the changl(l) spootflod blow:

ExtentbnUnit sQuantity UnltDesuiptlon

Add:

150LumenConavato | _ n ,,._| LF 50» AEnif»m1B"duew s7.so0'

LFI  I  . 72 $2.1ae18' DIP Design was short. Actual length was 80 38

TO LFABC BBddl -18'Extentinna 2.95 $212.40

so

TOTAL s $10,448.40

u yuurwk undaeoqzu dlhllChan Old ,pl noun audruul Rh I fury no.Rnmmgrpmgw u»Auu *nee 9.58 Sr 1l117IX ram n yd awcopy OUYIOCQ

NOTE: ThlsChangeO1vdarheeumesparlnhndinconiurmanaswiiivlhoeadadngcontuct

WEAGREEhBluby\orl\'Bk8\h9dl8r9B(8)BpBcitl8dabovB8Hhllpf\u9 s 10,448.40

ate: elevzooa Pluvlous Contend Amount s

Auihocized Signature David Anrza

Cdilllcivf
ROWland Contract Tow s 10,448.40

ACCEPTED- The above prices and specifimtions art
this Change Orderare satlsl"actory and are hereby
accepted. All work to be peribrmed under same terms
and conditions as specified in ordinalcontractunless
otherwisestipulated.

Date et Acceptance:

Signature:

494+ 514 8003

4144444 MI
ops/a~{4¢,¢s Man¢g4

9-

s

14 . 9 *

g u • 1

Auza & Auza Contracting, Inc.
1112 w. Hatcher Rd.. Ste. 2
Phoenix, AZ 85021
(602) 870-6679
(602) 944-0516 Fax

CHANGE ORDER No._1

1

l
I
I

\
\ TO:

LPSCO

Min: Jim Suvels

111 WwIqwam Blvd Suite B

Lm>nnelaAz 85340

l

l

l



a wM.;y 2
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M

ENGINEERING, INC.

a D Q WW lvlvA

-

.vi

clv\L ENGNEERING • Iwo oevaoneetn

sees E. Fvaae Road. Suite sue. Sun Lakes, AZ 85248-7404 • (480)895-0799 l FAX (480) 895-5557

I NVOIC

David w. Ellis, P.E.
Matthew E. Garlick
Litchfield Park Service Company
Il l  W igwam Blvd. Suite B
Litchfield Park, AZ 85340

Date: May 19, 2003

Work Performed: Well site CAL

SERVICE PERIOD: December, 2002 thru April 30, 2003

aw . .,  . 4' ¢ ¢ ' 4 \
. o' o f

*o . Q» s
a

¢ .
¢J* .

(

4" ;v ¢. 4'/

'.*¢'
O a,

B&R Engineering Services Task II = $10,100 == 90% complete 52.090 00

Landmark Engineering Invoices (attached) - Survey - Task I
Wt?

1418
s 1,920.00
$ 64000

Wright Engineering Invoice (attached) - Electrical - Task ll] §.-'i.§3fL§0
Nabar Stanley Brown Invoice (attached) - Structural - Task W s .._'%00012

Sub-Total = $ I 5,780.60

REIMBURSABLE COSTS 0.00

TOTAL AMOUNT DUE ems IIWOICE

PLE4SE M4KF CHFCKPAYABLE T0:

B & R Engineering, Inc.
9666 East Riggs Road, Suite 141
Sun Lakes, Arizona 85248

.50/9

Re:

J

I

I.:\llLA\Dlll\WDIWORDiPBC\ln\voies\S90063 l.PSCOWdl4AL DOC



i amp V13 FDB.
UPGP-J RECEIPTI

IOrigin

Purchase order number sales pe.rsQn Cvur Dryer !'\1Ul'l'IDEI

ROB zE1r:)LER c22.139
Quafmtv Hem number Descnptlon Ural Price Amount
snmneu B.O.Reuulred

PO Box 215

BUCKEYE, AZ 35326

oH2o1cE PUMP INC

a

1

ii

DEC name

I

3 I

P s

f i
| u

z

;1
gt
El
I

Customer No.: LPSCO

invoice No.: 11617

r

al

Invoice

Eli ll To: LPSCO Sl*.ip To: AIRLINE #4
111 vv. 'H/*4'IGV*>»'AM BLVD .

STE .  8

LITCHFI ELD PARK, AZ 85340

...n
Terms

II

1 PULL EX! STING PLJMI:»

T.v. wELL.

3000.00

759.90

3808.00

E'5U.D'3

1

1 1

1 PULL WATER

SAMPLES @ 310'

84 3562

-1800.00 1800.90

MAR1 C DPA. TPJ4 DDO DID

Invoice subtotal

Safes far @6.380%

5550.00

3-49.65

Invoice total 5899.85

APPF4OVAL

DATE 0(103143

AmounT1o nay'WWW CAL

Ro. ¢
CODING 'I I-;o\&>~@wI{99-oO •

'849 45
a
s

1

1

5 , f§;O@@ L

Rx

I



one auuvla r.o.B. I Toma

12/2-3,,'Q2 Origin us on RECEI FT

X1I-  v-I  ,I \P I D Person of Nll7Hblf|I

12m/02 ROBEIDLER c2:-139

¢ r inv Rom NIBIIDQI Ducriptldn
I

| Pace Am¢~um

' m i2* 1 1I IQp 4

L...

l»Avua~1rA\mlonzA

III ZS! a
.'Am:u..TT°,Y~g'4*97. é §

¢

ii \ I 1

DEc.23.21aa2 12=16PM anT*IRR, INC.
¢

l

(\

1* l fI
I!

N0.9'53 p . 2

Invoice
C H 2 0 i C E  P U M P  m c
PO Box 215
But:l<eyE, Az asses LPSCO

11617

Bill To: LPSCO
111 W. v~1<awAm BLVD.

STE. B

LITCHFIELD PARK. AZ B534D

Ship To: nunuws A

. Nu.:

I
II
i

I
l

PULL sxlsnne PUMP1 1

'l 1

1 1

T.V. WELL. I
I
I

3000.00

760.00

1880.00

3000.00

750.00

1800.00pau. WATER
sAMPLES @ am-
a asv.

1 'I MWIRICOPA TAX 0.00 um

invuicn suhtutll

54805 tax @8.300%

I

I 5550.00

340.85

lrwoicte Md 5899.65

l

4 %I
4

I
!
I

GODING r

| 0 0 ' @ H 5 9 - 0 0

a

5899 ¢=_sj I
vv° Ni'

WB
I

I

II

o
V



Ec8l3uwt_3.8RUE() 3 0 Q

amp VIS F.D.B. Tams

Origin UPON RECEIPT
purchase Qrder Number Deer Date sales person Our omer Number

F ROE ZEIDLER C22-139
QuantMl

them Number Descrlpnon Llnrl Price Amount
Required ShlDD6d 5.0.

s ¥8,424-§{

mum ~°T~°» =g~33g

Appncv frvuuud».-I
DATE 0|T'5l01-
AMOUNTTO PAY

a
s \'€99~Q»$-5-

G O D I N G

m<>~ wo- n;>4»oo
s
s

1

I

c Vu

InvoiceCH20lCE PUMP INC
PO BOX 215
BUCKEYE, AZ 85326 Customer No.: LPSCD

Irlvoice No.: 11616

El!! To: LPSCO
111 w. wsev,/Am BLVD.

STE. B .

LITCHFI ELD PARK, As 85340

Ship TGI AIRLINE #4

I

'1 0.80

1 0.00 0.00

18182.00

1 1

INSTALL 380' 18"

TEST PUMP. 300 H.P.

ENGINE & GEPR

HE° nD. PULL 12 HR

STEP TEST & 15 HR

CONSTANT RUN

TEST. PULL TEST

PUMP

w~.R1 COPY TAX

18182.00

0.00 0.00

Invoice subtotal

Sales tax @8.300%
18182.80

784.55

Invoice total 18926.55

CAL
xi:

7 / 3 9 0

1

.

.1

1

'|

QL

0.30



can I VII F.D.l. Toma

Odgln al
)porch ErOsier I r° I I |. »

12834432 ROB EIDLER c22.138
I

ram name: Desomtinn
I

I Price Arnouu!

da \ 44 1 5.0.

pAvulsl~rrAlmlonIzA

I2/L401 _
m !18,'12Q,9r"

GODING
I00 . ooq4 2 s ' ? - w /X 9 3 6 5 5

DEC.23.2@B2 1z=1spm
K

l N0.953 P.3THRR INC.

A r.

CHZOICE PUMP INC
PO Box 215
BUCKEYE, Az 85326

invoice

Ship Te' AlRLll\E u =!

LPSCC)

11816

4~AfL
-7-\3o

4
|

an TO: Lpsco
111 w. WIGWMM BLVD.

STE. B

LITCHFIELD pARs. AZ 95340

(la
I

I 1243/02 ¢I I
I
'

1 1 0.00 ala

1 1 0.00 0.00

1

I
!
I

I.
I
I

I
I
I
I

:
I
I

18182.00 18182.00

1 1

|nswu.L 390' 10"
TEST PLMP. 300 H.P.
ENGNE & @En,R
l'£AD. PULL 12 HR
step 'rssr a 15 HR
CONSTANT RUN

TEST Fill. TEST
POP
m,a\Rlc0pA TAX 0.00 0.oo

l11v°iGe Qubirlhl

Salas taxQ 8.300%

18182.00

744.55

lrwuine was

I.
I
I
I

18926.55

I

I

4
I

1

I
i



Date snip via F.D.E. Terms

UPON RECEIPTIOrigin
Pur¢rra5e omer number Sales PEFSQH Our Geer number

1150 ROE ZEIDLER C22- 139
Quamrtv

men Number Deserlptlon inn Ffrlce AmaumREDUUEG Shlnpea B. D.

APPROVAL

DATE

AMOUNT 'no PAY I '=ILq7_ vo

IOQ QYD-ll'é5'¥'OQ 1 4 9 4-8s
s
s

\
1 n

01
*

r
s

I

I I

{ .

.

\

. I r \ .

I \ I
- n- .

2 7 InvoiceCHZOICE PUMP INC
PO Box 215
BUCKEYE, AZ 85326

, . » 11f.. *
~: §: i

i i 1-= ....._...... #E

--~-. customer No.:

Invoice No.:

LPSCO

.11627

Bill To: LPSCO Ship To: AIRLINE *4
111 w. WIGVVAM l3LvD.

STE. 8

LITCHFIELD PARK, As 85340

-

MOVE OLD PUMP
FROM ,t~J RLINE #4

TO SUN COR YARD

720.[]D 720.00

AT CAMELBACK &

303 v
0.00 0.00

MAR: COPY TAX 0 .OD 0.00

Invoice subtotal

Sales tax @ 6.300%
720.00 .

29.48

Invoice total 749.48

I
I

1

1

1

1

1

an



w

100-000-1160-00
c w l p  W E L L

l00~000-1159-00
CWIP NEW WELL

106-000-1 l58~00
cwlp .. CHLORINE

100-000-1156--00
CWIP . WATER

10G-000- l I53~O0
CWIP Indian School Ware

l

l/1 /02
I I8/02
1/8/02
1/8/02
X/8/G2
2/1/02
2/ I /02
2/1/02
2/1 /02
2/1/02
2/12/02
2/15/02
2/15/02
2/25/02
2/27/02
3/1 /02
3/1/02
3/1 /OZ
3/1 /02
3/1/02
3/ l /02
3/1/02
3/ I /02
3/ I /02
3/5/02
3/5/02
3/12/02
3/12/02
3/12/02
3/ I3/02
3/13/02
3/13/02
3/16/02
3/20/02
3/21 /02

1 /I /02
4/12/02
I 1/4/02
11/21/02
x2/23/02
I 2/30/02
12/30/02
12/3 \/02

12/31/02

1/1/02
zn/0z
2/19/02
3/1/02
3/21/02
I 1/4/02

I I I /02
l I4/02
2/5/02
5/2/02
9/12/02
l 1/4/02
I 1/7/02
12/ I2/02
12/26/02

1/1/02
I 1/4/02

1332221
1332221
1332221
1332221
011733
131073-01
10440
11489
11483
003
26953
889926
82968
893671
892349
1332222
1332222
1332222
934-795658
973-572479
423-806468
218-781344
13004
16635
895281
6
672-842743
934-661039
1332223
1332223
1332223
008
934-431424
11507

134579
Water/Sewe
015533

H 6 1 6
H 6 1 7
11627

01542605
004
1543223
1220800095
Water/Sewc

02752377
02774257
2865995
02984559
Water/Sewe
03056303
10657
DEC ADJ

Water/Sewe GEN]

.. ."-4.*
":

PJ
PJ
PJ
P I
PJ
P J
P J
P J
PJ
PJ
P J
P J
PJ
P J
P J
P J
P I
P J
P J
P J
P J
P J
PJ
PJ
P I
P !
P J
P J
P J
PJ'
P J
P J
P J
P J

PI
GEN]
PJ
GEN]
PJ
PJ
PJ

PI
PJ
PJ
PJ
GEN]

'GENJ

PJ
P J
P I
P J
G e m
PJ
PI
GE N ]

Beginning Balance
KELLER EQUIPMENT co
KELLER EQurp1vnz1~rr CO
KELLER EQUIPMENT CO
KELLER EQUIPMENT co
CUPP'S INDUSTRIAL SUPP
SOUTHWEST FASTENBR .
MATERIAL RESDURCES, I
CHZOICE PUMP INC | TO
WAT-IRR, INC - TWO MEC
WIZARD ENGINEERING -
YAR D N EY W AT ER  M AN A
HUGHES SUPPLY FLAN
LEGEND TECHNICAL SER
HUGHES SUPPLY
HUGHES SUPPLY .. VAC
KELLER EQUIPMENT CO
KELLER EQUIPMENT CO
KELLER EQUIPMENT CO
GRAINGER
GRAINGER
GRAINGER
GRAINGER
TOOLING RESEARCH, INC
PUMP SYSTEMSJNC u FEE
HUGHES SUPPLY - CREDI
WIZARD ENGINEERING .
GRAINGER , 20B HYP PA
GRAINGER 1 20B
KELLER EQUIPMENT OO
KELLER EQUIPMENT CO
KELLER EQUIPMENT CO
WIZARD ENGINEERING ,
GRAINGER .  TOWN WELL
WAT-IRR, INC - WELL 5

Beginning Balance
KELLER EQUIPMENT CO
CWIP-NEW WELL
CONESTOGA-ROVERS &
transfer wells
CHZOICE PUMP INC . TES
CHZOICE PUMP INC - PUL
CHZOICE PUMP INC 9 MO
(Mango
Ending Balance

Beginning Balance
HARRINGTON INDUSTRJ
W IZARD ENGINEERING -
HARRINGTON INDUSTRY
AUTO SAFETY HOUSE LL
CWIP-CHLORJNE
Change

Beginning Balance
Parsons Engineering Science
Parsons Engineering Science
Parsons Engineering Science
Parsons Engineering Science,
CWIP-WATER
Parsons Engineering Science,
PIERSON CCNSTRUCTIO
CWI?  .  WATER
CIIMIZE

BeginningBalance
CW IP-INDIAN SCHOOL w
Change

. mes

4. »~,,

560.68
3,021.74
3,021.73
3,o21 .73
1,267.00

29.89
388.74

1,886.72
15,543.47

360.00
5,646.10
1,934.32
2,388.60

585.00
585.00

22,711.39
22,711 .av
22,71 1.37

B77.7l
614.36

17.31
1.57

163.17
1,545.74

274.84
127,020.00

130,692.12

1430451

2lx . l9

129.160.71

2,007.04

67,327.48

13,926.55
5,899.65

749.48
94,910.20

491.99
18.23

143.13
7,974.43
1,974.42
7,974.42

197.76
161.94

7,973.68

4,719.43

2,530.89
240.00
821.48

1,127.06

788.10
1,526.80

590.80
491.58

127,294.84
143,506.35

2,007.04

67,327.48

211.19
129_160.71

69,334.52

67,359.85
67,359.85

16,211.51

7,121.35
7,121.35

585.00

161.49

1

-12,814.23

2,401.92

37,745,93

25,575.68
25,575.68

67,359.85

~67,359.85

12,8 x4.z3

-2,401.92

bi

9
i

I

y

I

\

'
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Litchfield Park Service Company
Docket Nos. SW-01428A-09-0103, W-01427A-09-0104,

W-01427A-09-0116, W-01427A-09-0120

THOMAS J. BOURASSA
REJOINDER TESTIMONY

December 29, 2009

Exhibit TJB-RJ2
(Rate Base - Phase 1)
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Litchfield Park Service Company
Docket Nos. SW-01428A-09-0103, W-01427A-09-0104,

W-01427A-09-0116, W-01427A-09-0120

THOMAS J. BOURASSA
REJOINDER TESTIMONY

December 29, 2009

Exhibit TJB-RJ3
(Rate Base - Phase 1)
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Litchfield Park Service Company
Docket Nos. SW-01428A-09-0103, W-01427A-09-0104,

W-01427A-09-0116, W-01427A-09-0120

THOMAS J. BOURASSA
REJOINDER TESTIMONY

December 29, 2009

Exhibit TJB-RJ6
(Rate Base - Phase 1)



Staff
Ariiusted
Totals (1 ) Adfustments

Adjusted
Totals 5/8 x 3/4 3/4" 1.0 1.5Description

Revenues
1 Metered Water Revenues $ 6,347,481 $ 5,328,747 $ 11,676,228 52,156s $ 3,288,564 $ 3,091,607 $ 463,037
2 Other Revenues $ 127,522 $ $ 127,522 $ 1 ,793 74,129$ $ 44,936 $ 1 ,490

$ 3,136,543 $ 464,527$ 6,475,003 $ 5,328,747 $ 11,803,750 $ 53,948 $ 3,362,6933 Total Revenues
4
5 Operating Expenses (2) $ 4,268,552 s 4,268,552 21,163$ $ 1,398,089 $ 1,278,849 $ 174,245
6 Depreciation & AmoN. Expense (3) $ 2,191,077 s 2,191,077 9,932$ 692,862$ $ 661 ,908 88,127$
7 Property Taxes (4) $ 327,992 $ $ 327,992 1 ,207$ 88,180$ $ 84,869 12,284$
8 lncomeTaxes (5) 449,705)$ $ 1,949,419 $ 1,778,145 $ 8,541 478,051$ $ 460,100 $ 66,596

$ 1,949,419 s 8,565,766 38,842$ $ 2,657,182 $ 2,485,725 341,252$9 Total Operating Expenses

10
11 Net Income (Return) 137,087$ $ 3,100,897 $ 3,237,984 15,106$ 705,511s $ 650,818 123,276$
12
13 Rate Base (6) $ 37,218,182 $ 37,218,182 148,885$ $ 10,881,579 $ 10,472,958 $ 1,515,874

14 Return On OLCD Rate Base 0,37% 8770% 10.15% 8.48% 6.21 % 8.13%

Description 2.0" 4.0 8.0 10.0 Hydrant Totals

Revenues
Metered Water Revenues $ 2,444,747 491,430$ $ 925,087 10,486$ $ $ 10,787,114

Other Revenues $ 4,789 172$ 16$ 8$ 188$ $ 121,522

$ 2,449,537 491,602$ `s 925,103 $ 10,494 188$ $ 10,894,636Total Revenues

Operating Expenses 904,191$ 133,299$ $ 305,560 12,050$ $ 41,107 $ 4,268,552
Depreciation & Amory. Expense 470,323$ $ 68,814 $ 152,384 6,758$ 39,988$ $ 2,191,077
Property Taxes $ 71,404 $ 10,997 $ 29,682 1 ,200$ $ 24,059 $ 323,880
Income Taxes $ 387,101 59,616$ $ 160,916 e,sos$ 130,431$ $ 1,755,855

$ 1,833,019 272,726$ $ 648,543 26,510$Total OperatingExpenses $ 8,539,384

Net Income (Return) $ 616,517 $ 218,876 $ 276,550 $ (15,016) $ (235,377) $ 2,355,272

Rate Base $ 8,169,472 $ 1,215,215 $ 2,800,898 113,193$ $ 1,900,113 $ 37,218,182
Return On OLCD Rate Base 7.55% 18.01% 9.87% -14.15% -1239% 6.33%

Litchfield Park Service Company - Water Division
Summary Cost of Service

For the Test Year Ended September 30, 2008
With Revenues and Returns Generated by City of Litchfield Park's Proposed Rate Design

Attachment

Col 1 Col 2 Col 3 Col 4 Col 5 Col e Col 7 Col 8

Line
no.

Col 8 Col 10 Col 11 Col 12 Col 13 Col 14 Col 15

15
16

17

18
19

20
21
22
23

24
25
26
27

28
29

Line

No.

1).
2)
3).
4).
5).
e).

Base data taken from ACC Staff Schdules JMM-W1
From RLD-4, page 2
From RLD-4, page 3
From RLD-4, pages
From RLD-4, page 5
From RLD~4, page 6



Litchfield Park Service Company
Docket Nos. SW-01428A-09-0103, W-01427A-09-0104,

W-01427A-09-0116, W-01427A-09-0120

THOMAS J. BOURASSA
REJOINDER TESTIMONY

December 29, 2009

Exhibit TJB-RJ7
(Rate Base - Phase 1)
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BOURASSA REJOINDER
WATER SCHEDULES
(Rate Base - Phase 1)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Rejoinder Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 37,762,676

Adjusted Operating Income (25,294)

Current Rate of Return -0.07%

Required Operating Income $ 4,157,671

Required Rate of Return on Fair Value Rate Base 11.01%

Operating Income Deficiency $ 4,182,965

Gross Revenue Conversion Factor 1 .6286

Increase in Gross Revenue Revenue Requirement 6,812,522

Adjusted Test Year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

s
$
s

6,878,709
6,812,522

13,691,231
99.04%

Customer Present
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseClassification

5/8 Inch
3/4 inch
1 Inch
1.5 Inch
2 Inch
4 Inch

Residential
Residential
Residential
Residential
Residential
Residential

$ $ $ 56.83%
132.54%
128.69%
78.24%
47.87%
66.20%

126.43%Subtotal $

7.929
2,023,567
1,986,898

54,252
159,078
19,356

4,251,079 $

12,435
4,705,562
4,543,768

96,697
235,222

32,168
9,625,853 $

4,506
2,681,996
2,556,870

42,445
76,144
12,813

5,374,774

5/8 Inch
3/4 Inch
1 Inch
1.5 Inch
2 Inch
4 Inch
10 Inch

Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial

$ $ $

Subtotal $

24,344
12,320
31,023
64,158

394,253
64,990
17,579

608,665 $

41 ,102
30,173
71 ,665

1 14,162
589,442
109,023
31,984

987,550 $

16,758
17,853
40,642
50,004

195,190
44,033
14,404

378,885

68.84%
144.92%
131.01%
77.94%
49.51%
67.15%
81.94%
62.25%

0.00%
5/8 Inch
3/4 Inch
1 Inch
1.5 Inch
2 Inch
4 Inch

Irrigation
Irrigation
Irrigation
Irrigation
Irrigation
Irrigation
SUbtotal

$ $ $

$

1,076
36,970

151,173
148,413
908,626
104,340

1,350,600 $

1,887
82,693

311,412
263,770

1 ,510,681
180,937

2,351 ,380 $

810
45,723

160,239
1 15,357
602,055
75,597

1,000,780

123.67%
106.00%
77.73%
66.26%
73.41%
74.10%

$ $ s 6.29%
13.61%

Hydrant
8 Inch Bulk

108.568
403,707

1 15,392
458,658

6,825
54,952

$ $ 6,816,215
(1,528)

101 .39%
-5.52%
0.00%

-243.26%
99.04%

Line

MQ
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
l g
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56

57
58
59
60
61
62

Subtotal Revenues before Annualization
Revenue Annualization
Miscellaneous Revenues
Reconciling Amount H-1 to C-1
Total of Water Revenues (a) $

6,722,618
27,680

127,522
890

6,878,710 $

13,538,833 $
26,152

127,522
(1,275)

13,691 ,231 $
(2,165)

6,812,522

SUPPORTING SCHEDULES:
Rejoinder B-1
Rejoinder C-1
Rejoinder C-3
Rejoinder H-1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Summary of Rate Base

Exhibit
Rejoinder Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 73,705,658
9,027,020

$ 73,705,658
9,027,020

Net Utility Plant in Service $ 64,678,638 $ 64,678,638

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction

22,336,975 22,336,975

3,096,180 3,096,180

Accumulated Amortization of CIAC (860,706) (860,706)

Customer Meter Deposits
Deferred Income Taxes & Credits

2,238,022
188_053

2,238,022
188,053

Plus:
Unamortized Debt Issuance
Costs

Deferred Reg. Assets
Working capital

82,561 82,561

Total Rate Base $ 37,762,676 $ 37,762,676

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

SUPPORTING SCHEDULES:
Rejoinder B-2
Rejoinder B-3
Rejoinder B-5

RECAP SCHEDULES:
Rejoinder A-1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments

Exhibit
Rejoinder Schedule B-2
Page 1
Witness: Bourassa

Line
No.

Actual
at

End of
Test Year

Proforma
Adjustment

Amount

Adjusted
at end

of
Test Year

Gross Utility
Plant in Service $ 73,731,815 (26,157) $ 73,705,658

Less:
Accumulated
Depreciation 9,107,141 (80,121) 9,027,020

Net Utility Plant
in Service $ 64,624,674 $ 64,678,638

Less:
Advances in Aid of
Construction 24,583,673 (2,246,699) 22,336,975

Contributions in Aid of
Construction 3,104,068 (7,888) 3,096,180

Accumulated Amory of CIAC (860,706) (860,706)

Customer Meter Deposits
Deferred Income Taxes & Credits

68,685
21 ,451

2,169,337
166,602

2,238,022
188,053

134,528
82,561

(134,528)

Plus:
Unamortized Debt Issuance
Costs

Deferred Reg. Assets
Working capital

82,561

Total $ 37,924,592 $ 37,762,676

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

SUPPORTING SCHEDULES:
Rejoinder B-2, page 2

RECAP SCHEDULES:
Rejoinder B-1
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Exhibit
Rejoinder Schedule B-2
Page 3.1
Witness: Bourassa

Post Test Year Plant

Post Test Year Plant per Rejoinder $ 1 ,885,770

Post Test Year Plant per Direct $ 1 ,866,965

Increase (Decrease) in Plant-in-Service $ 18,805

Account 320.1 - Water Treatment Equipment $ 18,805

Line

I M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

See Staff Adjustment 2 Schedule JMM-W5



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Exhibit
Rejoinder Schedule B-2
Page 3.2
Witness: Bourassa

Plant Retirements

304 - Structures and Improvements
311 - Electric Pumping Equipment
339 Other Plant and Miscellaneous Equipment

$ (41,971)
(31,158)

(5,750)

Increase (Decrease) in Plant-in-Service $ (78,879)

Line
FM
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15

For related AIAC and CIAC see Rejoinder Schedule B-2, page 6

See Staff Adjustment 1 Schedule JMM-W6 (from Exhibit MSJ Table H-1)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - C

Exhibit
Rejoinder Schedule B-2
Page 3.3
Witness: Bourassa

Capitalized Expenses

$ 1,114
1,380
4,823
4,072

307 - Wells and Springs - Hydro Controls and Pump Systems (clocks for wells)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well spacing evaluation)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well impact analysis)
307 - Wells and Springs .. Southwest Grd Wtr Consult. (well rehabilitation)
Total For 307 - Wells and Springs $ 11,389

3:51 - Distribution Mains - Narasimhan Consulting Services (Dist. Sys. Evil.) 8,600

Line

M
1
2
3
4
5
6
7
8
9
10
11

12
13
14

Total Capitalized Expenses $ 19,989

See Testimony



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - D

Exhibit
Rejoinder Schedule B-2
Page 3.4
Witness: Bourassa

Line

MQ
1
2

Remove Office Rent

3
4
5
6
7
8
g
10
11
12
13
14

307 - Wells and Springs - Suncor Development Company (2002) $ (7,072)

See Testimony
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - A

Exhibit
Rejoinder Schedule B-2
Page 4.1
Witness: Bourassa

A/D Plant Retirements

304 - Structures and Improvements
311 - Electric Pumping Equipment
339 - Other Plant and Miscellaneous Equipment

$ (41 ,971)
(31 ,158)
(5,750)

Line

t
2

3
4
5
6
7

8
9
10
11
12
13
14
15

Increase (Decrease) in Plant-in-Sewice $ (78,879)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - B

Exhibit
Rejoinder Schedule B-2
Page 4.2
Witness: Bourassa

A/D on Capitalized Plant

Acct.
307
331

Decsriotion
Wells and Springs
Trans. and Dist. Mains

Dear.
Rate

3.33% $
2.00%

Original
Cost

11,389
8,600

Yr
Factor
0.375
0.375

Denreciatiorl
$ 142

65

Increase (Decrease) in Plant-in-Service $ 207

Line

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

SUPPORTING SCHEDULE
Rejoinder B-2, page 3,3



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - C

Exhibit
Rejoinder Schedule B-2
Page 4.3
V\Iitness: Bourassa

A/D on Removed Capitalized Office Rent

Acct.
307
307

Decsription
Wells and Springs
Wells and Springs

Dear,
Rate

3.33% $
2.62%

Ori<Jinal
Cost

(7,072)
(7,072)

Yr
Factor
5.79
0.46

Depreciation
$ (1 ,363)

(85)

Increase (Decrease) in Plant-in-Service $ (1 ,449)

Line

LL
1
2
3
4
5
6
7
8
9

10

12

13

14

15

16

17

SUPPORTING SCHEDULE
Rejoinder B-2, page 3.4



Litchfield Park Service Company - Water Division
Test Year Ended Scplcmber 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment 3

Exhibit
Rejoinder Schedule B-2
Page 5
Witness: Bourassa

Deferred Income Tax as of September 30. 2008 (Water and Wastewater Divisious'l
Probability

of Realization
of Future

Tax BenCh!Tax V8l"e3'4

Deductible TD
(Taxable TD)
Expected 10

he Realized

Future Tax Asset

Current Non Current

Future Tax Liability

Current Non Current

s

Lino

l

2

3

4

5

6

7

s

9

10

s
s

Adjusted

Book Vault'
133,532,393
(16,929,6955
(l8,807,l42)
97,795,556

(29,3Z6,533)
s 57,779,077 s (l5,446,36l)

Plant-in-Service

Acc um. Depress.

CIAC

Fixed Assets

AIAC

Tax Benefits from bonus dept.

100.0% s
l000% s

100.0% s

(40,016,479)
29,326,533

9,838,658 5

3B.6%
38.6%

386%

s
s
ss

11,320,042

3,797722
15,117,764 s s (15,446,36l)

Net Asset (Liabnny) s (328,597)

Waler Division allocation factor 057229

Allocated DlT Asset (Liability) s (1 xa,t>53)

DIT Asset (Liability) per Direct s (21,451)

l l

12

13

14

15

16

17

18

19

20

21

22

23

Adjustment to DIT s 166 602

1 Adjusted Water and Wastewater - per Rejoinder B-2, page 2 (Water Division) and Rejoinder B-2, page 2 (Wastewater Division)

2 Based on water division rate base relative to total of both water and wastewater division rate bases.

3 Adjusted for post-test year plant (water and wastewater)

4 Computation of Net Tax Value at September 30, 2008 (Water and Wastewater)
Based on 2008 Tax Depreciation report (December 3 l, 2008)

s 71,524,622

5,798,609
1,091,376
2,012,629

45,691
21,000

(340,273)
(128,422)
(381250)
239,603
137,370

(244,958)
1,z77, 167

381,462

Unadjusted Cost per 2008 Tax Dcpr. Report
Reconciling Items not on lax report:

AIAC (post test year AIAC netted against 2008 tax)
CIAC (post test year CIAC netted against 2008 lax)
Land costs not on tax, on books
Capitalized Expenses not on tax, on books
Organizational costs not on tax, on books
Prior Year Retired Plant, on books, not on tax
Plant Adds October to December on tax, not on books as of Sept. 2008
Odor control unit removed from books, not removed from lax
Accrual entry not on tax, on books
AIAC timing dilTerence
CIAC timing difference
2003 Plant not on tax, on books
Unreconciled dl{Terence

Net Unadjusted Cost tax Basis s 131,777,626

(633,856)
562,33 I

Proposed Rate Case Rctirernents

Proposed retirements AtD at tax roles

Net Reduction in tax basis related lo retirements s (7l.525)

(463,401)
67,055

Afiilate Profit removed
Affiliate AID at tax rates
Net Reduction in lax basis related to affiliate profit S (396,345)

Basis Reduction 2007 am! Prior (from 2007 Tax Dcpr. Report)

Accumulated Depreciation 2007 and prior (2007 Ta~< Dept Report)

(2,B49,349)
(K,564,437)

s

s

14,407,232
(64.2I I)

14,243,021
()75

Bonus Deurgciation Computation Jan. lo Scot. 2008

Bonus Dept. for 12 months of 2008 per Tax Dept Report

Less: 200B Bonus Depr for plant added alter Soplcmbcr 2008

No! 12 months of Bonus Dept for plant added from Jan. lo Sept. 20014

Factor (9 months of 2008 or 9/12 or .75)

Bonus Depreciation for 9 months of 2008 (l0,757266)

s

S

l,Xl7,974
(5,l37)

l,XI2,837
0 75

2008 Depreciation Comnuation Jan lo Sent 2008
2003 Tax Depreciation (12 Months) per Tax Dept. Report
Loss: 2008 dept. lor plant added after September2008
Not 12 months of dept. for plant added Jan to Sept 2008
Factor (9 months of 2008 or 9t'l2 or 75)
Tax Depreciation for 9 months of 2008 (1359,62 R)

24

25

26

27
Zs
29
30
31
32
33
34
35
36
37
38
39
40
4 l
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73

74
75

Net tax value of plant-in-service at September 30, 2008 s 57_779_077

5Tax Benefits from bonus depreciation

Net Income before \ax s 89,674 (from E-2 for both Water and Wastewater)

Add: Book Depreciation 2,553,660 (from E-Z for both Water and Wastewater)

76
77
7x
79
80
al
82
83
84
as
XI

Less: Tax Depreciation and Bonus Dear

Oct.-Dec, z007 (365,098) (from z007 tax report 31,460,292 times 3/Iz)
Jan,. Sept. z008 (l2,ll6,S94) (from abcvc $I 0,757,266plus $l,359,62B)

Taxable Income /(loss) (9,838,658)s

Tux

Rule
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 4

Exhibit
Rejoinder Schedule B-2
Page 6
Witness: Bourassa

Plant Retirements

Advances-in-Aid of Construction $ (8,677)

Line
No.
1
2

3
4

5
6
7

8
9
10
11
12
13
14
15

Constributions-in-Aid of Construction $ (7,888)

See Staff Adjustment 1 Schedule JMM-W6



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 5

Exhibit
Rejoinder Schedule B-2
Page 7
Witness: Bourassa

Reclassification

Customer Meter Deposits (Meter and Service Line Installation Charges) $ 2,238,022

Advances-in-Aid of Construction $ (2,238,022)

Line

. M
1
2
3
4
5
6
7
8
9
10
11
12
13

14
15
16
17
18
19

1Recorded Amounts per Books
8600-2-0100-20-2112-0003 Current Portion Long Term Meter Deposits

8600-2-0100-20-2770-0001 Long Teml Meter Deposit

s 140,000

2,098,022

$  2 ,238 ,022



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Computation of Working Capital

Exhibit
Rejoinder Schedule B-5
Page 1
Witness: Bourassa

Cash Working Capital (1/8 of Allowance
Operation and Maintenance Expense)

Pumping Power (1/24 of Pumping Power)
Purchased Water (1/24 of Purchased Water)

$ 437,861
42,242

209

Total Working Capital Allowance $ 480,312

Working Capital Requested $

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

SUPPORTING SCHEDULES:
Rejoinder C-1

RECAP SCHEDULES:
Rejoinder B-1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

income Statement

Exhibit
Rejoinder Schedule C-1
Page 1
Witness: Bourassa

Test Year
Adj used
Results Adjustment

Rejoinder
Test Year
Adjusted
Results

Proposed
Rate

Increase

Rejoinder
Adjusted
with Rate
increase

$ 6,347,481 $ 403,707 $ 6,751,188 $ 6,812,522 $ 13,563,710

$
127,522

6,475,002 $ 403,707 $
127,522

6,878,709 $ 6,812,522 $
127,522

13,691,231

$ $ $
5,011

1,013,811
58,147

503,278
44,001

(20,309)
(305)

5,011
1013.811

37,839
502,973

44,001

5,011
1,013,811

37,839
502,973
44,001

12,469
2,382,976

14,317
28,365
10,647

151 ,879
95,469

3,319
63,662
70,000
81 ,664
3,264

2,291 ,982

(4,409)
12,469

2,378,567
14,317
28,365
10,647

151,879
95,469

3,319
63,662
70,000
80,837

8,548
2,287,267

12,469
2,378,567

14,317
28,365
10,647

151.879
95,469

3,319
63,662
70,000
80,837

8,548
2,287,267

(827)
5,284

(4,715)

$
$

373,338
(449,705)

6,757,892
(282,890)

$
$

6,870
164,523
146,112
257,595

$
$

380,208
(285, 182)

6,904,003 $
(25,294) $

2,629,557
2,629,557
4,182,965

$
$

380,208
2,344,375
9,533,561
4,157,671

Operating Expenses
Salaries and Wages
Purchased Water
Purchased Power
Fuel for Power Production
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Outside Services- Other
Outside Services- Legal
Water Testing
Rents
Transportation Expenses
insurance - General Liability
Insurance .. Health and Life
Reg. Comm. Exp.
Reg. Comm. Exp. - Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation Expense
Taxes Other Than income
Property Taxes
Income Tax

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest income
Other income (loss)
interest Expense
Other Expense

(432,478) 4,119 (428,359) (428,359)

Total Other Income (Expense)
Net Profit (Loss)

$
$

(432,478)
(715,368)

$
$

4,119
261,715

$
$

(428,359) $
(453,653) $ 4,182,965

$
$

(428,359)
3,729,312

Line

1 Revenues
2 Metered Water Revenues
3 Unmetered Water Revenues
4 Other Water Revenues
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

40
41
42
43

SUPPORTING SCHEDULES:
Rejoinder C-1, page 2

RECAP SCHEDULES:
Rejoinder A-1
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Rejoinder Schedule C-2
Page 2
Witness: Bourassa

Depreciation Expense Rejoinder
Adjusted
O r i g i n a l

Cost
211 100

Proposed
Rates

Rejoinder
Depreciation

Expense

1284,595
24,649,251 820,820

2,393,491 79,703

202,269
917,055

1,337,824
1.885.770

10,113
114,632

44,550
62,796

439,244 9,751

28,929,171
4,249,744
4,138,752
2,055,781

38,387
259,531
551,757

578,583
141,516
344,758

41,116
2,560

17,311
36,802

177,165
31,711
23,350

35,433
1,268
1,168

Acct.

8 9
301
302
303
304
305
306
307
308
309
310
311
320

320. 1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
345
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Misoellaneous Equipment
Other Tangible Plant

119,710

0.00%
0.00%
0.00%
3.33%
2.50%
2.50%
3.33%
6.67%
2.00%
5.00%

12.50%
3.33%
3.33%

20.00%
2.22%
2.22%
5.00%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%

20.00%
20.00%
4.00%
5.00%

10.00%
5.00%

10.00%
10.00%
10.00%

11,971

TOTALS $ 73,705,658 $ 2,354,852

Less: A
311
331
333
334
335

amortization of Contributions
Electric Pumping Equipment
Trans. and Dist. Mains
Services
Meters
Hydrants

$ 12.5000%
20000%
3.3300%
8.3300%
20000%

$

$

15,219
2,854,613

151,402
29,899
52,935

3,104,068 $

(t,902)
(57,092)
(5,042)
(2,491 )
(1 ,059)

(67,586)

$ 2,287,267Total Depreciation Expense

Test Year Depreciation Expense 2,291 ,982

Increase (decrease) in Depreciation Expense (4,715)

Line

MQ
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53

54
55

56
57
58
59

Adjustment to Revenues and/or Expenses $ (4,715)

SUPPORTING SCHEDULE
B-2, page 3
B-2, page 6.4



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Rejoinder Schedule C-2
Page 3
Vs/tness: Bourassa

Property Taxes:

$

$
$

6,878,709
6,878,709

13,691,231
9,149,550

18,299,100

$

Adjusted Revenues in year ended 09/30/08
Adjusted Revenues in year ended 09/30/08
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment 94,101

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 18,204,999
21%

3,823,050
9.5187%

Property Tax
Plus: Tax on Parcels

363,906
16,302

$Total Property Tax at Proposed Rates
Property Taxes recorded during the test year
Change in Property Taxes $

380,208
373838

6,870

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ 6,870



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 3

Exhibit
Rejoinder Schedule C-2
Page 4
Witness: Bourassa

Miscellaneous Expense

Beverages expenses included in Miscellaneous expense $ (827)

increase(decrease) in Materials and Supplies $ (827)

Adjustment to Revenue and/or Expense $ (827)

Line

_I
1
2
3
4
5
6
7
8

9
10
11

12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES
Staff Schedule JMM-W16 Adjustment #3



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 4

Exhibit
Rejoinder Schedule C-2
Page 5
Witness: Bourassa

Bad Debt Expense

Normalized Bad Debt Expense

Bad Debt Expense per Direct

35 8,548

3,264

increase(decrease) in Bad Debt Expense $ 5,284

Line

M L
1
2
3
4
5
6
7
8
9

10

11

12 Adjustment to Revenue and/or Expense s 5,284

13

14

15

16

17

18

19

20

SUPPORTiNG SCHEDULES
Staff Schedule JMM-W17 Adjustment #4



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 7

Exhibit
Rejoinder Schedule C-2
Page 6
Witness: Bourassa

Normalize Fuel For Power Production

$2006 .- Fuel for Power Production expense
2007 - Fuel for Power Production expense
2008 - Fuel for Power Production expense
Total $

309
55,059
58,147

113,516

Normalization period - 3 years 3.00

$ 37,839Normalized Fuel for Power Production expense

Adjusted Test Year Fuel for Power Production expense 58,147

increase(decrease) in Fuel for Power Production $ (20,309)

Line

.NSL
1

2

3

4

5

6

7

8

9

tO

11

12

13

14

15

16

17

18

19

20

Adjustment to Revenue and/or Expense $ (20,309)

SUPPORTING SCHEDULES
E-2



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 6

Exhibit
Rejoinder Schedule C-2
Page 7
Witness: Bourassa

Revenue Annualization

Reverse Proforma Reduction if Revenues from City of Goodyear $ 403,707

Increase(dec:rease) in Revenues $ 403,707

Adjustment to Revenue and/or Expense $ 403,707

Line

P M
1
2
3
4
5
6
7

8
9
10

11
12
13
14
15
16
17
18
19
20
21

SUPPORTING SCHEDULE
RUCO Schedule 4, page 2 of 15 Adjustment No. 1



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 7

Exhibit
Rejoinder Schedule C-2
Page 8
Witness: Bourassa

Chemicals Expense

Hills Brothers Chemicals expense outside the test year. $ (305)

Increase(decrease) in Chemicals Expense $ (305)

Line

N &
1
2
3
4
5
6
7

8
9
10

11
12
13
14
15
16
17
18
19
20

Adjustment to Revenue and/or Expense $ (305)



Litchfield Park Service Company -Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 8

Exhibit
Rejoinder Schedule C-2
Page 9
Witness: Bourassa

Capitalized Expenses

307 - Wells and Springs - Hydro Controls and Pump Systems (clocks for wells)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well spacing evaluation)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well impact analysis)
307 - Wells and Springs - Southwest Grd Wtr Consult. (well rehabilitation)
331 - Distribution Mains - Narasimhan Consulting Services (Dist. Sys. Evil.)

$ (1 ,114)
(1 ,380)
(4,823)
(4,072)
(8,600)

STotal Capitalized Expenses

Increase(decrease) in Contractual Services - Other $

(19,989)

(19,989)

Adjustment to Revenue and/or Expense $ (19,989)

Line

1
2
3
4
5
6
7
8
9
10
11
12
13

14
15
16

17
18
19
20
21

SUPPORTING SCHEDULE
Rejoinder B-2, page 3.3



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 9

Exhibit
Rejoinder Schedule C-2
Page 10
Witness: Bourassa

Remove Unncessaw Expense

$Meals and Enterta Exp cost for the DBack game

Meals and Enterta BALANCE DUE FOR 2008 XMAS PART
Meals and Enters: DJ SERVICE - XMAS PARTY
Meals and Enterta For Holiday Party Dec. 2008
Meals and Enters:Catered Lunch
Total $

(6,400)

(953)
(495)

(4,959)
(412)

(13,219)

Water Divison 4-factor allocation ° /> 24.14%

Increase (decrease) in Contractual Services - Other $ (3,191)

Line

M
1
2
3

4
5
6
7
8
9

10
11
12

13
14
15

16
17
15
19
20

Adjustment to Revenue and/or Expense $ (3,191)
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Litchfield Park Service Company Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 11

Exhibit
Rejoinder Schedule C-2
Page 12
Witness: Bourassa

Line
MSL
1
2
3

Interest Synchronization

4 $ 37,762,676
1.13%

Fair Value Rate Base
Weighted Cost of Debt
Interest Expense $ 428,359

Test Year Interest Expense $ 432,478

Increase (decrease) in Interest Expense (4,119)

Adjustment to Revenue and/or Expense $ 4,119

Weiqhted Cost of Debt Commutation

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Debt

Equity

Total

$

s

$

Amount

11,506, 844

53,361 ,545

64,868,389

percent

17.74%

82.26%

100.00%

Cost

6.39%

1200%

Weighted

Cost

1.13%

987%

11,01 %



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 12

Exhibit
Rejoinder Schedule C-2
Page 13
Witness: Bourassa

Income Tax Computation

Test Year
Adjusted
Results

Adjusted
with Rate
Increase

$ (738,835) $ 6,073,687Taxable Income before adjustments
Adjustments to taxable Income
Taxable Income $ (738,835) $ 6,073,687

Income Before Taxes s (738,835) $ 6,073,687

Arizona Income Before Taxes $ 6,073,687

$ 423,215

6.97%
Less Arizona Income Tax
Rate =
Arizona Taxable Income $ 5,650,473

Arizona Income Taxes $ 423,215

Federal income Before Taxes s 6,073,687

Less Arizona Income Taxes $ 423,215

Federal Taxable Income $ 5,650,473

FEDERAL INCOME TAXES:
15% BRACKET
25% BRACKET
34% BRACKET
39% BRACKET
34% BRACKET

7,500
6,250
8,500 Federal

91,650 Effective
1,807,261 Tax

Rate
$ 1,921,161 31.63%

$
$
$
$
$

Federal Income Taxes

Total Income Tax $ 2,344,375

Overall Tax Rate 38.60%

Line

1
2
3
4
5
6
7
8
g
10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27

28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43

44
45
46

Income Tax at Proposed Rates Effective Rate >$ (285,182)



Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Computation of Gross Revenue Conversion Factor

Exhibit
Rejoinder Schedule C-3
Page 1
Witness: Bourassa

Description
Federal Income Taxes

Percentage
of

Incremental
Gross

Revenues
31 .63%

State Income Taxes 6.97%

Other Taxes and Expenses 0.00%

Total Tax Percentage 38.60%

Operating Income % = 100% - Tax Percentage 61 .40%

Gross Revenue Conversion Factor1
Operating Income % 1.6286

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES: RECAP SCHEDULESI
Rejoinder A-1
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

COMMODITY - DEMAND METHOD FUNCTION FACTORS
Plant and Depreciation Expense Allocations Functions

Exhibit
Rejoinder Schedule G-7
Page 2
Witness: Bourassa

Total Demand
0.90
0.90
0.90
1.00
1.00

Commoditv
0.10
0.10
0.10

Customer

0.25

1.00
1.00
1.00
1.00
0.75
1.00
0.75

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

Description
Wells
Pumps & Equipment
Trans. & Dist, Mains
Structures 8< Improve.
Land
Customer
Services
Meters
Fire Hydrants
Transportation Equip.
Office Furniture
Communication Equip.
Water Treatment Equip.

1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00

0.25
0.90 0.10
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Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Cost of Service Study, Using Commodity Demand Method
Development of Class Allocation Factors

Exhibit
Rejoinder Schedule G-7
Page 3
\Aptness: Bourassa

COMMODITY ALLOCATION FACTOR DEMAND ALLOCATION FACTOR

Meter Size
5/8" X 3/4"

3/4"
1"

1-1/2"
2"

Hydrant
4"
6'-
8"

10"
Totals

(a)
Total Gallons
(in 1,000's)
In Test Year

13,649
1,042,724
1,009,774

164,274
866,848
32,587

126,502

Percent
of

Total
0.38%

29.22%
28.30%
4.60%

24.29%
0.91 %
3.54%
0.00%

8.457%
0.290%

100.00%

Meter
Size

5/8" X 3/4"
3/4"
1"

1 -1 /2"
2"

Hydrant

6"
8"

10"

Totals

Number
of Meters
and/or

Services
219

9,055
5,489

182
585
23
21

Equiv-
alent

Weight
1.0
1.5
2.5
5.0
8.0
8.0

25.0
50.0
80.0

115.0

Percent
of

Total
0.64%

39.83%
40.24%
2.67%

13.73%
0.54%
1.54%
0.00%
0.47%
0.34%

100.00%

301,780
10,338

3,568,476

2
1

15,577

Equivalent
Number
of Meters

and/or
Services

219
13,583
13,723

910
4,680

184
525

0
160
115

34,098

CUSTOMER ALLOCATION FACTOR SERVICES ALLOCATION FACTOR (b)

Number
of Meters

219
9,055
5,489

182
585
23
21

$

Install-
ation
Cost
445.00
445.00
495.00
550.00
830.00

Meter
Size

5/8" X 3/4"
3/4"
1"

1-1/2"
2"

Hydrant
4"
6"

8" (c)
10"

Totals

2
1

15,577

Percent
of

Total
1.41 %

58.13%
35.24%
1.17%
3.76%
0.15%
0.13%
0.00%
0.01 %
0.01 %

100.00%

Meter
Size

5/8" x 3/4"
3/4"
1"

1-1/2"
2"

Hydrant
4"
6"
8"

10"
Totals

Number
of

Services
219

9,055
5,489

182
585
23
21
0
2
1

15,577

1 ,670.00
2,330.00
2,330.00
2,330.00

Weighted
Number
Services

97,455
4,029,475
2,717,055

100, 100
4a5,550

0
35,070

0
4,550
2,330

7,471 ,695

Percent
of

Total
1 .30%

53.93%
36.36%
1 .34%
6.50%
0.00%
0.47%
0.00%
0.06%
0.03%

100.00%

METER ALLOCATION FACTOR (b)

Meter
Size

5/8" X 3/4"
3/4"
1"

1-1/2"
2"

Hydrant
4"
6"
8"

10"
Totals

Number
of Meters

219
9,055
5,489

182
585
23
21
0
2
1

15,577

$

Meter
Cost
155.00
25500
315.00
525.00

1,890.00
2,545.00
3,645.00
6,920.00
6,920.00
6,920.00

Weighted
Dollars

of Meters
33,945

2,309,025
1,729,035

95,550
1 ,105,650

58,535
76,545

0
13,840
6,920

5,429,045

Percent
of

Total
0.63%

42.53%
31.85%
1.76%

20.37%
1.08%
1.41 %
0.00%
0.25%
0.13%

100.00%

(a) Includes customer and gallon sold annualization.
(b) Meter and Service Line cost from Arizona Corporation Commission Memo of February 21, 2008

from Marlin Scott, Jr.. Meter costs based on compound meters. Cost of service line and
meter is based on costs allowed for a compound meter installation.

(c) 8 Inch customer(s) expected to leave system. See testimony of Greg Sorenson.
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Litchfield Park Service Company - Water Division
Changes in Representative Rate Schedules

Test Year Ended September 30, 2008

Exhibit
Rejoinder Schedule H-3
Page 3
Witness: Bourassa

Present
Rates

$
$

20.00
40.00

(b)
50.00
65.00
25.00
5.00

20.00

Proposed
Rates

$
$

20.00
40.00
(b)
50.00
65.00
25.00
5.00

20.00

$ $
$ $
$ $
$ $
$ $
1.50% 1.50%

(d) (d)
$ 40.00 $ 40.00

(f) (f)
3.50% 3.50%
see H-3, page 4

at Cost at Cost

Line
_Ng Other Service Charges

1 Establishment (Regular Hours) per Rule R14-2-403D (a)
2 Establishment (After Hours) per Rule R14-2-403D (al
3 Re-Establishment of Service per Rule R14-2-403D (a)
4 Reconnection (Regular Hours) per Rule R14-2-403D (a)
5 Reconnection (After Hours) per Rule R14-2-403D (a)
6 Meter Test (if correct) per Rule R14-2-408F (c)
7 Meter Reread per Rule R14-2-408C (if correct)
8 NSF Check per Rule R14-2-409F (a)
9 Deferred Payment, Per Month
10 Late Charge
11 Service Calls - Per Hour/After Hours(e)
12 Deposit Requirements
13 Deposit Interest
14 Meter and Service lines
15 Main Extension Tariff
16
17
18
19 (a) Service charges for customers taking both water and sewer service are not duplicative.
20 (b) Minimum charge times number of full months off the system. per Rule R14-2-403(D).
21 (c) $25 plus cost of test
22 (d) Greater of $5.00 or 1.5% of unpaid balance.
23 (e) No charge for service calls during normal working hours.
24 (f) Per ACC Rules R14-2-403(B) Residential - two times the average bill.
25 Commercial - two and one-half times the average bill.
26
27
28
29
30
31
32
33
34
35

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-409D(5).



5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
Over 2 Inch
2 Inch / Turbine
2 Inch / Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch / Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch & Larger

Refundable Meter and Service Line Charqes

Litchfield Park Service Company - Water Division
Test Year Ended September 30, 2008

Meter and Service Line Charges

Present
Service

Line
Charge

Present
Meter
Install-
ation

Charge

Total
Present
Charqe

$ 225.00
225.00
300.00
500.00
675.00

At Cost
NT
NT
NT
NT
NT
NT
NT
NT
NT

Proposed
Service

Line
Charge

$ 385.00
385.00
435.00
470.00

630.00
630.00
805.00
845.00

1,170.00
1 ,230.00
1 ,730.00
1 ,770.00
At Cost

Proposed
Meter
Install-
ation

Charge
$ 135.00

215.00
255.00
465.00

965.00
1,690.00
1 ,470.00
2,265.00
2,350.00
3,245.00
4,545.00
6,280.00
At Cost

Exhibit
Rejoinder Schedule H-3
Page 4
V\htness: Bourassa

Total
Proposed
Charge

$ 520.00
600.00
690.00
935.00

1 ,595.00
2,320.00
2,275.00
3,110.00
3,520.00
4,475.00
6,275.00
8,050.00
At Cost

Construction Water $ 1 ,500 $ 1 ,500

Line
M

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

N/T = No Tariff



BOURASSA REJOINDER
WASTEWATER SCHEDULES

(Rate Base - Phase I)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Rejoinder Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 28,222,289

Adjusted Operating Income 150,724

Current Rate of Return 0.53%

$ 3,107,274Required Operating Income

Required Rate of Return on Fair Value Rate Base 11.01%

Operating Income Deficiency $ 2,956,550

Gross Revenue Conversion Factor 1 .6286

Increase in Gross Revenue Revenue Requirement $ 4.815,141

Test Year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

$
S

$

6,356,374
4,815,141

11,171 ,515
75.75%

Customer Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

$ 4,647,120
266,016
518,888

84,318

$ 8,267,432
473,254
923,106
149,994

$ 3,620,312
207,238
404,219
65,676

77.90%
77.90%
77.90%
77.89%

Classification
Residential
Residential HOA
Multi-unit Housing
Small Commercial
Measured Service:

Regular Domestic
Rest., Motels, Grocery, Dry Cleaning

Wigwam Resort
School
Effluent

199,590
173,871
90,310
59,453

77.80%
77.99%
77.90%
77.90%
0.00%

76.76%Subtotal before Rev. Annualization $

256,547
222,936
115,929

76,320
92,268

6,280,340 $

456,136
396,807
206,239
135,773

92,268
11,101,009 $ 4,820,668

Revenue Annualization
Misc Revenues
Reconciling Amount H-1 to C-1

$ (27,512) $
99,755

3,791

(28,773) $
99,755

(475)

(1 ,262) 4.59%
0.00%

-112.53%

Total of Water Revenues $ 6,356,375 $ 11,171,515 $

(4,266)

4,815,141 75.75%

Line
n g

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49

SUPPORTING SCHEDULES:
Rejoinder B-1
Rejoinder C-1
Rejoinder C-3
Rejoinder H-1



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Summary of Rate Base

Exhibit
Rejoinder Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross utility Plant in Service
Less: Accumulated Depreciation

$ 59,826,735
7,902,675

S 59,826,735
7,902,675

Net Utility Plant in Service $ 51,924,060 $ 51 ,924,060

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction

Accumulated Amortization of CIAC

6,989,559 6,989,559

18,643,786
(2,072,117)

18,643,786
(2,072,117)

Customer Meter Deposits
Deferred Income Taxes & Credits

0
140,544

0
140,544

Plus:
Unamortized Finance

Charges
Deferred Finance Charges
Allowance for Working Capital

Total Rate Base $ 28,222,289 $ 28,222,289

Line
N i ;

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

SUPPORTING SCHEDULES:
Rejoinder B-2
Rejoinder B-5



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments

Exhibit
Rejoinder Schedule B-2
Page 1
Witness: Bourassa

Line
M ;

Actual
at

End of
Test Year

Proforma
Adjustments

Amount

Adjusted
at end

of
Test Year

1
2
3
4

Gross Utility
Plant in Service S 60,394,260 (567,525) $ 59,826,735

Less:
Accumulated
Depreciation 8,475,991 (573,316) 7,902,675

Net Utility Plant
in Service $ 51,918,269 $ 51,924,060

Less:
Advances in Aid of
Construction 7,006,208 (16,649) 6,989,559

Contributions in Aid of
Construction (CIAC) 18.737,132 (93,346) 18,643,786

Accumulated Amortization of CIAC (2,072,117) (2,072,117)

Customer Meter Deposits
Deferred Income Taxes

68,685
15,987

(68,685)
124,556

0
140,544

Plus:
Unamortized Finance
Charges

Deferred Finance Chgs
Allowance for Working Capital

134,528 (134,528)

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Total $ 28,296,903 $ 28,222,289

34
35
36
37
38
39
40
41
42
43
44

SUPPORTING SCHEDULES:
Rejoinder B-2, page 2

RECAP SCHEDULES:
Rejoinder B-1
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- A

Exhibit
Rejoinder Schedule B-2
Page 3.1
Witness: Bourassa

Plant Retirements

354
361
37t .
389 -

Structures and Improvements
Collection Sewer - Gravity
Pumping Equipment
Other Plant and Miscellaneous Equipment

$ (388,834)
(18,730)

(103,992)
(43,421)

Increase (Decrease) in Plant-in-Service $ (554,977)

Line

m
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

For related AIAC and CIAC see Rejoinder Schedule B-2, page 6

See Staff Adjustment 1 Schedule JMM-WW5 (from Exhibit MSJ Table G-1)



LitchfieldPark Service Company- Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- B

Exhibit
Rejoinder Schedule B-2
Page 3.2
Witness: Bourassa

Transfer of Odor Control Unit to Black Mountain Sewer Company ("BMSC")

Original Cost of Odor Control Unit $ (38,250)

Increase (Decrease) in Plant-in-Service $ (38,250)

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18

See Staff Adjustment 2 Schedule JMM-WW6
(Actual cost is $38,250 per updated documentation not $38,625)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1- C

Exhibit
Rejoinder Schedule B-2
Page 3.3
Witness: Bourassa

Capitalized Expenses

$ 3,725
5,004

$ 1 ,530
4,864

6,394
$ 1,450

550
8,054

525

354 - Structures and Improvements - Dean Fence and Gate (fence)
355 - Power Generation Equipment - Loftier Equipment Co. (generator duct)
371 .. Pumping Equipment - Precision Electric (install rebuilt Pump)
371 - Pumping Equipment - Precision Electric (new reinforced strainer baskets)

Total 371 - Pumping Equipment
389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor site plant and pole ant)
389 - Other Plant and Misc. Equip. - Keogh Engineering (odor monitor legal descry. & map)
389 - Other Plant and Misc. Equip. - Keogh Engineering (filter system repair)
389 - Other Plant and Misc. Equip. - Keogh Engineering (work on UV system)

Total 389 - other Plant and Misc. Equip. 10,579

Increase (Decrease) in Plant-in-Service $ 25,702

Line

1
2

3
4
5
6
7

8
g
10
11
12
13
14
15
16
17

18
19
20
21
22

See testimony
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Originai Cost Rate Base Proforma Adjustments
Adjustment Number 2 - A

Exhibit
Rejoinder Schedule B-2
Page 4.1
Witness: Bourassa

A/D Plant Retirements

354 - Structures and Improvements
361 - Collection Sewer - Gravity
371 - Pumping Equipment
389 - Other Plant and Miscellaneous Equipment

$ (388,834)
(18,730)

(103,992)
(43,421)

Increase (Decrease) in Plant-in-Service $ (554,977)

Line
M
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16

SUPPORTING SCHEDULES
Rejoinder B-2, page 3.1



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - B

Exhibit
Rejoinder Schedule B-2
Page 4.2
Witness: Bourassa

Computation of A/D for transferee Odor Control Unit to Black Mountain Sewer Comoanv ("BMSC")

Cost $ 38,250 (from B-2, page 3.2)

Rate
Number of

Months Percent Half YearYear
2002

2002

2003

2004

2005

2006

2007

2008

* 2.52%
5%
5%
5%
5%
5%
5%
5%

1

12

12

12

12

12

6

91.67%
8.33%
100%
100%
100%
100%
100%
50%

50%
50%

100%
100%
100%
100%
100%
100%

Accumulated
Depreciation

441.79
79.69

1,912.50
1,912.50
1,912.50
1,912.50
1,912.50

956.25

Total s 11,040.23

*The depreciation rate before November 2002 was 2.52% and after was 5 %

Line

1
2
3
4
5
e
7
8
9
10
11
12
13
14
15
16

17
18
19
20

21
22

Adjustment to Accumulated Depreication $ (11,040)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - C

Exhibit
Rejoinder Schedule B-2
Page 4.3
Witness: Bourassa

Line

M
Decommissioning Costs of Lift Station Requirement

354 - Structures and Improvements - Yahweh Contracting LLC (Lift station removal/retirement) $ (8,003)

Increase (Decrease) in Plant-in-Service $ (8,003)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

See testimony



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - D

Exhibit
Rejoinder Schedule B-2
Page 4.4
Witness: Bourassa

A/D on Capitalized Plant

Acct.
354
355
371
389

Decsription
Structures 8< Improvements
Power Generation
Pumping Equipment
Other Sewer Plant & Equip.

Dear, original
Rate Cost
3.33% $ 3,725
5.00% 5,004

12.50% 6,394
6.67% 10,579

Yr
Factor
0.375
0.375
0.375
0.375

Depreciation
$ 47

94
300
265

Increase (Decrease) in Plant-in-Service $ 705

SUPPORTING SCHEDULE
Rejoinder B-2, page 3.3

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

See testimony



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 200s

Original Cost Rate Base Proforma Adjustments
Adjustment 3

Exhibit
Rejoinder Schedule B-2
Page 5
Witness: Bourassa

Deferred Income Tax as of September 30. 2008 (Water and Wastewater Divisions)

Probability
of Realization

of Future

Tax Benefit

Deductible TD

(Taxable TD)

Expected to

be Realized

Tn x Future Tax Asset

Current Non Current

Future Tax Liability

Current Non CurrentTax Value) Rate

$

Line
M

l
2
3
4

5
6
7
s
9
10

Plant-in-Sewice

ACCUITL Depress.

C I AC

Fixed Assets

AI AC

Tax Benefits from bonus dept.

$

$

Adjusted

Book Value'

133,532,393

(16,929,695)

(18,807,142)

97,795,556

(29,326,533)

$ 57,779,077 100 0% s

l 0 0 0 %  s

1 0 0 0 %  S

<40_0I6,479)

29,326,533

9,838,658 4

38.6%

38 6%

38.6%

$ <15,446,361 )

s

$ 11,320,042

$ 3,797,722

$ 15.117.764 $ $ (I5,446,361)

Net Asset (Liability) s (328,597)

Wastewater Division allocation factor 0.42771

Allocated DIT Asset (Liability) s (140,544)

DIT Asset (Liability)perDirect s (15,987)

12

13

14

15

16

17

18

19

20

21

22 Adjustment to DIT $ 124,556

23

4 Computation of Net Tax Value at September 30, 2008 (Water and Wastewater)

Based on 2008 Tax Depreciation report (December 31, 2008)

s 71,524,622

5,798,609

I .091 ,376

2,0 I2_629

45,69 l

21000

(340,273)

(128,422)

(38,250)

239.603

137,370

(244,958)

],Z77, 167

38 I _46z

Unadjusted Cost per z008 Tax Dear Report

Reconciling Items not on tax report;

AIAC (post test year AIAC netted against 200s tax)

CIAC [post test year CIAC netted against 200B tax)

Land costs not on lax, on books

Capitalized Expenses nm on lax, on books

Organizational costs not on tax, on books

Prior Year Retired Plant, on books, not on tax

Plant Adds October to December on tax, not on books as of Sept 2008

Odor control unit removed from books, not removed from tax

Accrual entry not on tax, on books

AIAC timing di fference

CIAC timing difference

2003 Plant not on tax, on books

Unreconciled difference

Net Unadjusted Cost tax Basis $ 81,777,626

(633,856)

562,33 l
Proposed Rate Case Retirements

Proposed retirements A/D at tax rales

Ne! Reduction in tax basis related to retirements s (7 l,525)

(463,401)

67,055
Affilate Profit removed

Af f i lia te  A/D at lax rates

Net Reduction in lax basis related \o affiliate profit s (396,345)

Basis Reduction 2007 and Prior (from 2007 Tax Dept Report)

Accumulated Depreciation 2007 and prior (2007 Tax Dear Report)

(2,849,J49)
(8,564,437)

s

$

14,407,232

(64,2 l l)

14,343,021

0 7 5

Bonus Depreciation Computation Jan, to Sept, 2008
Bonus Dept. for 12 months of 2008 per Tax Depr. Report
Less: 2008 Bonus Dept for plan! added after September 2008
Net 12 months ofBcnus Dept forplantadded from Jan, to Sept 2008
Factor (9 months of 2008 nr 9/12 or .75)
Bonus Depreciation for 9 months of 2008 (l01757,266)

s

s

1,817,974

(5,137)

1,812,837

0 7 5

2008 Depreciation Comnuation Jan. to Sent. 2008

z008 Tax Depreciation (12 Months) per Tax Dear Report

Less: 2008 dept. for plant added after September 2008

Net 12 months of dept for plant added Jan. to Sept. 2008

Factor (9 months of 2008 or 9/12 or .75)

Tax Depreciation for 9 months of 2008 (1,359,628)

24

25

26

27

28

29

30

3 I

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

55

56

57

58

59

60

6 ]

62

63

64

65

66

67

68

69

70 Net tax value of plant-in-service at September 30, 2008 s 57,779,077

5 Tax Benefits from bonus depreciation

Net Income before tax $ 89,674 (from E-2 for both Water and Wastewater)

7 I

72

73

74

75

76

77

78

Add: Book Depreciation 2,553,660 (from B2 for both Water and Wastewater)
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Computation of Working Capital

Exhibit
Rejoinder Schedule B-5
Page 1
Witness: Bourassa

Cash Working Capital (t/8 of Allowance
Operation and Maintenance Expense)

Pumping Power (1/24 of Pumping Power)
Purchased Water (1/24 of Purchased Water)
Prepaids
Materials & Supplies

$ 711,390
11,148

50
72,782

Total Working Capital Allowance $ 795,370

Working Capital Requested $

Line

P M
t
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

SUPPORTING SCHEDULES:
Rejoinder C-1

RECAP SCHEDULES:
Rejoinder B-1



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Income Statement

Exhibit
Rejoinder Schedule C-1
Page 1
Witness: Bourassa

Line

N

Test Year
Adjusted
Results Adiustment

Rejoinder
Test Year
Adjusted
Results

Proposed
Rate

Increase

Rejoinder
Adjusted
with Rate
Increase

Revenues
Flat Rate Revenues
Measured Revenues
Other Wastewater Revenues

$ $ $44815,141$ 6,164,589
92,030
99,755

$ 6,356,374 $ $

6,164,589
92,030
99,755

6,356,374 $4,815,141

$ 10,979,730
92,030
99,755

$ 11,171 ,515
Operating Expenses

$ $ $

72,805

1,205
267,554
632,064

2,076
279,749

75,579
3,117

33,348
2,716,001

24,084
78,309
18,976
69,551
32,133
2,213

19,133
70,000
36,656
43,889

1,550,237

(1,136)

1,205
267,554
632,064

2,076
279,749

75,579
3,117

33,348
2,788,806

24,084
78,309
18,976
69,551
32,133

2,213
17,997
70,000
36,162
22,098

1,522,853

1,205
267,554
632,064

2,076
279,749

75,579
3,117

33,348
2,788,806

24,084
78,309
18,976
69,551
32,133
2,213

17,997
70,000
36,162
22,098

1,522,853

Salaries and Wages
Purchased W ater and W wTreatment
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Contractual Services
Contractual Services- Testing
Contractual Services - Other
Contractual Services - Legal
Equipment Rental
Rents - Building
Transportation Expenses
Insurance - General Liability
Insurance - Vehicle
Regulatory Commission Expense
Reg.Comm. Exp. - Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation and Amortization
Taxes Other Than Income
Property Taxes
income Tax

(494)
(21 ,791 )
(27,384)

336,629
(99,906)

(2,352)
(6,594)

334,277
(106,500) 1 ,858,590

334,277
1 ,752,091

$ 6,192,596
$ 153,778

$
S

13,054 $
(13,054) $

6,205,651
150,724

$1,858,590
$2,956,550

$
$

8,064,241
3,107,274

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
Interest Expense
Other Expense

(322,703) 2,565 (320,138) (320,138)

Total Other Income (Expense)
Net Profit (Loss)

$
$

(322,703)
(158,925)

$
$

2,565 $
(10,489) $

(320,138) $ -
(169,414) $2,956,550

$
$

(320,138)
2,787,136

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43
44
45
46

SUPPORTING SCHEDULES:
Rejoinder C-1, page 2

RECAP SCHEDULES:
Rejoinder A-1
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
Page 2
Witness: Bourassa

Depreciation Expense
Adjusted

O r i g i n a l
Cost

Proposed
Rates

Depreciation
Expense

1,783,426
18,934,312

548,674
1,161,105

23,094,661

630,513
27,434
23,222

461 ,893

47,019
3,789,468

52,331
860,393

1 ,760,813
62,825

414,315
5,431 ,228

47,788
343,681
611 ,767
198,772

4,702
75,789
4,359

28,651
220,102

1 ,571
10,358

271,561
2,389

11 ,445
40,805
13,258

Acct.

8 %
351
353
354
355
360
361
362
363
364
366
367
370
371
374
375
380
381
382
389
390

390.1
391
392
393
394
396
398

26,078
8,968

56,167
173,948
418,996

0.00%
0.00%
3.33%
5.00%
2.00%
2.00%
2.00%
2.00%

10.00%
2.00%
8.33%
3.33%

12.50%
2.50%
2.50%
5.00%
5.00%
3.33%
6.67%
6.67%

20.00%
20.00%
4.00%
5.00%

10.00%
10.00%
10.00%

5,216
359

2.808
17,395
41,900

Description
Organization
Land
Structures & Improvements
Power Generation
Collection Sewer Forced
Collection Sewers Gravity
Special Collecting Structures
Customer Services
Flow Measuring Devices
Reuse Services
Reuse Meters and Installation
Receiving Wells
Pumping Equipment
Reuse Distribution Reservoirs
Reuse Trans. and Dist. System
Treatment & Disposal Equip.
Plant Sewers
Outfall Sewer Lines
Other Sewer Plant 8t Equip.
Office Furniture & Equipment
Computers and Software
Transportation Equipment
Stores Equipment
Tools, Shop And Garage Equip
Laboratory Equip
Communication Equip
Other Tangible Plant

TOTALS $ 59,826,735 s 1 ,895,729

Less: Amortization of Contributions
361 Collection Sewers Gravity $ 18,643,786 2.00% $ (372,876)

Total Depreciation Expense $ 1 ,522,853

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

Test Year Depreciation Expense 1 ,550,237

Increase (decrease) in Depreciation Expense (27,384)

42
43

44
45
46

Adjustment to Revenues and/or Expenses $ (27,384)

SUPPORTING SCHEDULE
B-2, page 3



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 2

Exhibit
Rejoinder Schedule C-2
Page 3
Witness: Bourassa

Adjust Propertv Taxes to Reflect Proposed Revenues:

$ 6,356,374
6,356,374

11 ,171 ,515
7,961 ,421

15,922,842
$
$

$ 39,301

Adjusted Revenues in year ended 09/30/2008
Adjusted Revenues in year ended 09/30/2008
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment 15,573

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 15,907,269
21%

3,340,527
9.5187%

Property Tax
Plus: Tax on Parcels

317,976
16,302

sTotal Property Tax at Proposed Rates
Property Taxes recorded during the test year
Change in property taxes $

334,277
336,629

(2,352)

Line

.N9=
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues andlor Expenses $ (2,352)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 3

Exhibit
Rejoinder Schedule C-2
Page 4
Witness: Bourassa

Contractual Services - Aerotek

Remove Contractual Services related to Black Mountain Sewer Company s (42,200)

Increase(decrease) in Contractual Services _s (42,200)

Adjustment to Revenue and/or Expense $ (42,200)

Line
9 &

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20

See Testimony



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 4

Exhibit
Rejoinder Schedule C-2
Page 5
Witness: Bourassa

Miscellaneous Expense

Beverages expenses included in Miscellaneous expense $ (494)

Increase(decrease) in Miscellaneous Expense $ (494)

Adjustment to Revenue and/or Expense $ (494)

Line

1
2
3
4
5
6
7
8

9
10
11

12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES
Staff Schedule JMM-Ww16 Adjustment #4



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 5

Exhibit
Rejoinder Schedule C-2
Page 6
Witness: Bourassa

Bad Debt Expense

Normalized Bad Debt Expense $ 22,098

Bad Debt Expense per Direct 43,889

Increase(decrease) in Bad Debt Expense $ (21 ,791)

Line
3 4

1
2
3
4
5
6
7
8
g
10
11
12
13
14

Adjustment to Revenue and/or Expense $ (21 ,791)

15

16

17
18
19
20

SUPPORTING SCHEDULES
Staff Schedule JMM-W17 Adjustment #5



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 6

Exhibit(
Rejoinder Schedule C-2
Page 7
VvAtness: Bourassa

Capitalized Expenses and Decommissioning Costs

$354 _ Structures and Improvements - Dean Fence and Gate (fence)
355 _ Power Generation Equipment - Loftier Equipment Co. (generator duct)
371 - Pumping Equipment - Precision Electric (install rebuilt pump)
371 - Pumping Equipment _ Precision Electric (new reinforced strainer baskets)
389 - Other Plant and Misc. Equip.. Keogh Engineering (odor monitor site plant and pole ant)
389 . Other Plant and Misc. Equip. - Keogh Engineering (odor monitor legal descry. 8. map)
389 - Other Plant and Misc. Equip. - Keogh Engineering (filter system repair)
389 - Other Plant and Misc. Equip. - Keogh Engineering (work on UV system)
354 - Structures and Improvements - Yahweh Contracting LLC (Lift station removal/retirement)
Total Capitalized Expenses s

(3,725)
(5,004)
(1 ,530)
(4,854)
(1 ,450)

(550)
(8,054)

(525)
(8,003)

(33,705)

increase(decrease) in Contractual Services - Other $ (33,705)

Adjustment ro Revenue and/or Expense $ (33,705)

Line
ML

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

SUPPORTING SCHEDULE
Rejoinder B-2, page 3.3
Rejoinder B-2, page 4.3



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 7

Exhibit
Rejoinder Schedule C-2
Page 8
V\htness: Bourassa

Remove Expenses Included in Rate Case Expense

Bourassa, CPA Inv. # 1000002402
Bourassa, CPA Inv. # 1000002413

5 (155)
(981)

(1 ,136)

Increase(decrease) in Regulatory Commission Expense s (1,136)

Line

1
2
3
4
5
6
7
8

9
10
11

12
13
14
15
16
17
18
19
20
21
22

Adjustment to Revenue and/or Expense $ (1,136)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 8

Exhibit
Rejoinder Schedule C~2
Page 9
Witness: Bourassa

Remove Unncessarv Expense

Exp cost for the DBack game
BALANCE DUE FOR 2008 XMAS PART
DJ SERVICE - XMAS PARTY
For Holiday Party Dec. 2008
Catered Lunch

$Meals and Entertainment
Meals and Entertainment
Meals and Entertainment
Meals and Entertainment
Meals and Entertainment
Total $

(6,400)
(953)
(495)

(4,959)
(412)

(13,219)

Wastewater Divison 4-factor allocation % 23.86%

Increase (decrease) in Contractual Services - Other s (3,128)

Line

_N&
1
2
3
4
5
6
7
8
g
10
11
12
13

14
15
16

17
18
19
20

Adjustment to Revenue and/or Expense $ (3,128)
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Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and Expenses
Adjustment Number 10

Exhibit
Rejoinder Schedule C-2
Page 11
Witness: Bourassa

Interest Svnchronization

Fair Value Rate Base
Weighted Cost of Debt
Interest Expense

$ 28,222,289
1.13%

$ 320,138

Test Year Interest Expense $ 322,703

Increase (decrease) in Interest Expense (2,565)

Adjustment to Revenue and/or Expense $ 2,565

Weighted Cost of Debt Computation

Cost

6.39%

12.00%

Weighted

o  t

1.13%

Line
No.
1
2

3
4

5
6
7

8
9

10
11
12
13
14

15
16
17
18

19
20
21

22
23
24

Debt

Equity

Total

$

$

s

Amount

11,506,844

53,361 ,545

64,868,389

Percent

17.74%

8226%

100.00%

9.87%

11.01%



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Adjustment to Revenues and/or Expenses
Adjustment Number 11

Exhibit
Rejoinder Schedule C-2
Page 12
Witness: Bourassa

Income Tax Computation

Test Year
Adjusted
Results

Adjusted
with Rate
Increase

$ 4,539,227Taxable Income before adjustments
Adjustments to Taxable Income
Taxable Income

$ (275,914)

$ (275,914) $ 4,539,227

Income Before Taxes s (275,914) $ 4,539,227

Arizona Income Before Taxes s 4,539,227

$ 316,293
6.97%

Less Arizona Income Tax
Rate =
Arizona Taxable Income $ 4,222,934

Arizona Income Taxes $ 316,293

Federal Income Before Taxes s 4,539,227

Less Arizona income Taxes $ 316,293

Federal Taxable Income $ 4,222,934

FEDERAL INCOME TAXES:
15% BRACKET
25% BRACKET
34% BRACKET
39% BRACKET
34% BRACKET

7,500
6,250
8,500 Federal

91,650 Effective
1,321,897 Tax

Rate
$ 1,435,797 31.63%

$
$
$
$
$

Federal Income Taxes

Total Income Tax $ 1.752.091

Overall Tax Rate 38.60%

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27

28
29
30
31
32
33
34
35
36
37
38

39
40
41

42
43

44
45
46

Income Tax at Proposed Rates Effective Rate >$ (106,500)



Litchfield Park Service Company - Wastewater Division
Test Year Ended September 30, 2008

Computation of Gross Revenue Conversion Factor

Exhibit
Rejoinder Schedule C-3
Page 1
Witness: Bourassa

Description
Federal Income Taxes

Percentage
of

Incremental
Gross

Revenues
31 .63%

State Income Taxes 6.97%

Other Taxes and Expenses 0.00%

Total Tax Percentage 38.60%

Operating Income % = 100% - Tax Percentage 61 .40%

Gross Revenue Conversion Factor1
Operating Income ° /> 1.6286

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES: RECAP SCHEDULES:
Rejoinder A-1



Litchfield Park Service Company - Wastewater Division
Revenue Summary

With Annualized Revenues to Year End Number of Customers
Test Year Ended September so, 2008

Exhibit
Rejoinder Schedule H-1
Page 1
Witness: Bourassa

Line
No. Customer Classification

Dollar
Change

Percent
Chanqe

Percent
of

Present
Sewer

Revenues

Percent
of

Proposed
Sewer

Revenues
$ $ 77.90%

77.90%
77.90%
77.90%
77.90%

73.99%
0.70%
0.83%
2.70%

78.23%

74.47%
0.71%
0.84%
2.72%

78.74%

Residential
Residential HOA 135
Residential HOA 160
Residential HOA 520
Subtotal

Present
Revenues

$ 4,647,120
44,064
52,224

169,728
4,913, 136$ $

Proposed
Revenues

8,267,432
78,392
92,909

301,954
8,740,686 $

3,620,312
34,328
40,685

132,226
3,827,550

Multi-Unit Housing

Multi-unit 3
Multi-Unit 5
Multi-Unit 6
Multi-Unit 7
Multi-Unit 8

Multi-Unit g
Multi-Unit 14
Multi-Unit 16
Multi-Unit 17
Multi-Unit 18
Multi-Unit 24
Multi-Unit 46
Mum-unit 84
Multi-Unit 90

Multi-Unit 132
Multi-unit 304

9,923
3,156
1,818
8.484

73,124
2,727

46,662
116,352

5,151
5,454
7.272

13,938
25,452
27,270
79,992
92,112

17,654
5,515
3.234

15,093
130,088

4,a51
83,012

206,991
9,164
9,703

12,937
24,796
45,279
48,514

142,307
163,868

7,730
2,459
1,416
6,609

56,964
2,124

36,350
90,639
4,013
4,249
5,665

10,858
19,827
21,244
62,315
71,756

77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%
77.90%

0.16%
0.05%
0.03%
0.14%
1.16%
0.04%
0.74%
1.85%
0.08%
0.09%
0.12%
0.22%
0.41 %
0.43%
1.27%
1.47%

0.16%
0.05%
0.03%
0.14%
1.17%
0.04%
0.75%
1.86%
0.08%
0.09%
0.12%
0.22%
0.41%
0.44%
1.28%
1.48%

S ubtota l $ 518,888 $ 923,106 $ 404,219 77.90% 8.26% 8.32%

$ 84,318 $ 149,994 65,676 77.89% 1.34% 1.35%

$ $ 77.80%
77.99%
77.89%

4.08%
3.55%
7.63%

4.11%
3.57%
7.68%

Small Commercial
Measured Service:
Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning

subtotal $

256,547
222,936
479,482 $

456,136
396,807
852,943 $

199,590
173,871
373,461

$ $ $ 77.90%
77.90%
77.90%

1.65%
0.19%
1.85%

1.67%
0.19%
1.86%

Wigwam Resort - Per Room
Wigwam Resort - Main
Subtotal $

103,929
12,000

115,929 $

184,891
21,348

206,239 $

80,962
9,348

90,310

$ $ $ 77.90%
77.90%
77.90%
77.90%

0.52%
0.46%
0.24%
1.22%

0.52%
0.46%
0.24%
1.22%

Elementary Schools
Middle and High Schools
Community College
Subtotal $

32,640
28,800
14,880
76,320 $

58,067
51,235
26,472

135,773 $

25,427
22,435
11 ,592
59,453

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

Effluent Sales
Total Revenues Before Revenues Annualization $

92,268
6,280,340 $

92,268
11,101,009 $ 4,820,668

0.00%
76.76%

1.47%
197.19%

0.83%
197.82%



Litchfield Park Service Company - Wastewater Division
Revenue Summary

With Annualized Revenues to Year End Number of Customers
Test Year Ended September 30, 2008

Exhibit
Rejoinder Schedule H-1
Page 2
Witness: Bourassa

Line

MQ Customer Classification
Present

Revenues
Proposed
Revenues

Dollar
Change

Percent
Change

Percent
of

Present
Sewer

Revenues

Percent
of

Proposed
Sewer

Revenues

$ (36,394) s
2,020

138

(64,746) $
3,594

245

(28,352)
1,574

107

77.90%
77.90%
77.89%

-0.58%
0.03%
0.00%

-0.58%
0.03%
0.00%

16,552
8,858

77.80%
77.99%
0.00%
459%

0.34%
0.18%

-0.41 %
-0.44%

0.34%
0.18%

-0.23%
-0.26%

Revenue Annualization
Residential
Multi-Unit Housing - Mulit-Unit 8
Small Commercial
Measured Service:
Regular Domestic
Restaurant, Motels, Grocery, Dry Cleaning
Effluent Sales

Subtotal Revenue Annualization

21,275
11,357

(25,908)
(27,512)

37,827
20,215

(25,908)
(28,773) (1,262)

Misc Service Revenues
Misc Revenues
Reconciling Amount to C-1
Totals

99754.94
3791.00

6,356,375

99754.94
(475.00)

11,171 ,515

0.00
(426600)

4,815,141

0.00%
-112.53%

75.75%

159%
0.06%

197.25%

0.90%
0.00%

197.81%

s 99,755
6,380,095

(6,280,340)
499

$
$

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

Revenue Reconciliation
Recorded Revenues
Amount per Bill Count Before Rev. Annualization
Difference
Tolerance (+/- 1/2 percent)
Acceptable No



Litchfield Park Service Company -Wastewater Division
Test Year Ended September 30, 2008
Analysis of Revenue by Detailed Class

Special Rate Commercial Customers Pay Standard Commerical Rate

Rejoinder Schedule H-2
Page 1
Witness: Bourassa

Customer
Classification

Residential
Residential HOA 135
Residential HOA 160
Residential HOA 520

Average
Number of
Customers

at
9/30/2008

14, 126
1

1

1

Average
Water Use

N/A
N/A
N/A
NIA

$

Average Bill
Present Proposed
Rates Rates

27.20 48.39
3,672.00 6,532.65
4,352.00 7,742.40

14.144.00 25,162.80

$ $

Proposed Increase
Dollar Percent

Amount Amount
21 . 19 77.904%

2,86065 77.904%
3,390.40 77.904%

11,018.80 7'/.904%

Multi-Unit Housing
Multi-Unit 3
Multi-Unit5
Multi-Unit e
Multi-una 1
Multi-Unii 8
Multi-Unit g
Multi-Unit 14
Multi-Unit 16
Multi-Unit 17
Multi-Unit 18
Multi-Unit 24
Mum-urm 46
Multi-Unit 84
Multi-Unit 90
Multi-unit 132
Multi-Unit 304

11

2

1

4
30

1

11

24

1

1

1

1

1

1

2

1

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

75.75
126.25
15150
176.75
202.00
227.25
353.50
404.00
429.25
45450
60500

1,161 .50
2,121.00
2,272.50
3833.00
7,676.90

134.76
22450
269.52
314.44
359.36
404.28
628.88
718.72
763.64
808.56

1,078.08
2,066.32
3,773.28
4,042.80
5,929.44

13,655.68

59,01
98.35

118.02
137.69
157.36
177.03
275.38
314.72
33439
35406
47208
90482

1,652.28
1,770330
2,596.44
5,979.68

77.901%
77.901%
77.901%
77.901%
77901%
77.901%
77.901%
77.901%
77,901%
77.901%
7'/801%
77901%
77901%
'/7.901%
77.901%
'/7.901%

153 NIA 46.00 81.83 35.83 77.891%Small Commercial
Measured Service:
Regular Domestic
Restaurant, Motels, Grocery. Dry Cleaning

138
62

57,450
91,567

155.01
30045

275.61
534.78

12060
23433

77799%
77.992%

Wigwam Resort - Per Room
V\hgwam Resort - Main

1

1

N/A
N/A

8,660.75
1,00000

15,40756
1 ,7̀ /9.00

6674681

779.00
77901%
77.900%

Elementary Schools
Middle and High Schools
Community College

4

3

1

N/A
N/A
N/A

680
800

1 ,240

1 ,210

1 ,423

2,206

529.72
62320
96596

77.900%
77.900%
77.900%

Line

0 2
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

40
41

Effluent Sales ($55 per acre foot)
Effluent Sales ($100 per acre foot)
EMuent Sales ($22s per acre foot)
Total

4
0
1

14,589

5,939,470
2,856,100
3,383,491

1,003
B77

2,336

1 ,003
877

2,336

0.000%
0.000%
00000%



Litchfield Park Service Company - Wastewater Division
Present and Proposed Rates

Test Year Ended September 30, 2008

Exhibit
Rejoinder Schedule H-3
Page 1
Witness: Bourassa

Customer Classification
Present
Rates

Proposed
Rates

Percent
Change

Monthly Charge for:
Monthly Residential Service $ 27.20 s 48.39 77.90%

Multi-Unit Housing - Monthly per Unit $ 25.25 s 44.92 77.90%

s 46.00 $ 81.83 77.89%

Line

_NQ
1
2
3
4

5
6
7
8
9
10

11
12
13
14
15

Commercial:
Small Commercial - Monthly Service
Measured Service:

Regular Domestic:
Monthly Semite Charge
Rate Per 1,000 Gallons of Water

$
s

25.75
2.25

$
$

45.81
4.00

77.90%
77.78%

Restaurant, Motels, Grocery Stores 8 Dry Cleaning Estab.'
Monthly Service Charge
Rate Per 1,000 Gallons of Water

s
$

25.75
3.00

$
$

45.81
5.34

77.90%
78.00%

Wigwam Resort:
Monthly Rate - Per Unit
Main Building - Per Month

$
$

25.25
1 ,000.00

$
$

44.92
1,779.00

77.90%
77.90%

16
17
18
19
20
21
22
23
24
25
26
27
28
29

Schools - Monthly Service Rates:
Elementary Schools
Middile Schools
High Schools
Community College

$
s
$
$

680.00
800.00
800.00

1240.00

$
s
$
$

1,209.72
1,423.20
1,423.20
2,205.96

77.90%
77.90%
77.90%
77.90%

Effluent2 Market Market 0.00%30
31

32

33
34
35

1 Motels without restuarants charged multi-unit monthly rate,

2 Market Rate - Maximum effluent rate shall not exceed $430 per acre foot based on a potable water rate of $1.32 per thousand
gallons.



Litchfield Park Service Company - Wastewater Division
Changes in Representative Rate Schedules

Test Year Ended September 30, 2008

Exhibit
Rejoinder Schedule H-3
Page 2
Witness: Bourassa

$

Present
Rates

$ 20.00
$ 40.00

(b)
$ 50.00
$ 65.00
$ 20.00
1.50%

(c)
40.00

(e)
3.50%

(f)
(Q)

Proposed
Rates

$ 20.00
$ 40.00

(b)
$ 50.00
$ 65.00
$ 20.00
1.50%

(c)
40.00
(Q)

3.50%
(f)
(Q)

$

Line
Other Service Charges

1 Establishment (Regular Hours) per Rule R14-2-603D (a)
2 Establishment (After Hours) per Rule R14-2-603D (al
3 Re-Establishment of Service per Rule R14-2-603D (a)
4 Reconnection (Regular Hours) per Rule R14-2-603D (a)
5 Reconnection (After Hours) per Rule R14-2-603D la)
6 NSF Check, per Rule R14-2-608E (a)
7 Deferred Payment, Per Month
8 Late Charge
9 Service Calls - Per Hour/After Hours(d)
10 Deposit Requirement
11 Deposit interest
12 Service Lateral Connection Charge- All Sizes
13 Main Extension Tariff, per Rule R14-2-606B
14
15
16
17 (a) Service charges for customers taking both water and sewer service are not duplicative.
18 (b) Minimum charge times number of full months off the system. per Rule R14-2-603D.
19 (c) Per Rule R14-2-608F. Greater of $5.00 or 1.5% of unpaid balance.
20 (d) No charge for service calls during normal working hours.
21 (e) Per ACC Rules R14-2-603B Residential - two times the average bill.
22 Non-residential - two and one-half times the average bill.
23 (f) At cost. Customer/Developer shall install or cease to be installed all Service Laterals as a
24 non-refundable contribution-in-aid of construction..
25 (g) All Main Extensions shall be completed at cost and shall be treated as non-refundable
26 contribution-in-aid of construction.
27
28
29
30
31
32
33
34
35
36

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-608D(5).



IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS
WATER RATES AND CHARGES FOR
UTILITY SERVICE BASED THEREON.

IN THE MATTER OF THE APPLICATION
OF LITCHFIELD PARK SERVICE
COMPANY, AN ARIZONA
CORPORATION, FOR AUTHORITY (1) TO
ISSUE EVIDENCE OF INDEBTEDNESS IN
AN AMOUNT NOT TO EXCEED $1,755,000
IN CONNECTION WITH (A) THE
CONSTRUCTION OF TWO RECHARGE
WELL INFRASTRUCTURE
IMPROVEMENTS AND (2) TO
ENCUMBER ITS REAL PROPERTY AND
PLANT AS SECURITY FOR SUCH
INDEBTEDNESS.
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1.

Q,

INTRODUCTION

PLEASE STATE YOUR NAME AND ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,

Phoenix, Arizona 85029.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?

On behalf of the applicant, Litchfield Park Service Company ("LPSCO" or the

"Company").

Q- ARE YOU THE SAME THGMAS J. BOURASSA THAT FILED DIRECT

AND REBUTTAL TESTIMONY ON RATE BASE, INCOME STATEMENT,

REVENUE REQUIREMENT AND RATE DESIGN IN THIS CASE?

Yes. My background and qualifications are discussed in my direct testimony on

those aspects of the case. My rejoinder testimony on those subjects is also being

filed today with this testimony.

Q- YOU ALSO PREPARE DIRECT AND REBUTTAL TESTIMONY ON

COST OF CAPITAL ON BEHALF OF LPSCO IN THIS CASE?

DID

Yes.

11. SUMMARY OF REJOINDER TESTIMONY AND THE PROPOSED cosT
OF CAPITAL FOR THE COMPANY.

I will respond as appropriate to the surrebuttal testimonies of Mr. Manrique on

behalf of Staff and Mr. Rigsby on behalf of RUCO.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Q, HAVE YOU UPDATED YOUR COST OF CAPITAL ANALYSIS?

No. I updated my cost of capital analysis on my rebuttal testimony filed on

December 2, 2009. I updated my cost of capital in my rebuttal testimony because

of the significant period of time between the Company's direct filing and its

rebuttal tiling, I did not feel the need to provide an additional update at this time as

my rebuttal update is less than l month old.

FENNEMORE CRAIG
A PROFESSIONAL CORPORATION

PHOENIX

A.

A.

A.

A.

A.

A.

1



Q- PLEASE SUMMARIZE YOUR RECOMMENDED REJOINDER COST OF

DEBT AND EQUITY, AND YOUR RECOMMENDED REJOINDER RATE

OF RETURN ON RATE BASE.

I continue to recommend a cost of equity of 12.0 percent based on my most recent

cost of capital analysis. The results of my cost of capital analysis can be found in

my rebuttal testimony.1 The Company's recommended capital structure consists of

approximately 82.3 percent debt and 17.7 percent common equity as shown on

Rejoinder Schedule D-l. Based on my 12.0 percent recommended cost of equity,

the Company's weighted cost of capital ("WACC") is 11.01 percent, as shown on

Rejoinder Schedule D-1.

A.

Q.

Summarv of the Recommendations ofStaff and RUCO.

PLEASE SUMMARIZE THE COST OF DEBT AND EQUITY

RECOMMENDED BY STAFF AND RUCO, AND THEIR RESPECTIVE

RECOMMENDATIONS FOR THE RATE OF RETURN ON FAIR VALUE

RATE BASE.

A. Staff has updated its cost of capital analysis in its surrebuttal testimony and

continues to recommend a cost of equity of 9.2 percent based on the average cost

of equity produced by its DCF and CAPM models (10.1 percent) and an 80 basis

point downward adjustment for LPSCO's lower financial risk as compared to the

publicly traded water utilities in Staffs sample gwup.2 Staff continues to ignore

LPSCO's firm-specific risks, focusing solely on financial risk. Staff continues to

recommend a capital structure consisting of approximately 17.2 percent debt and
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1 See Rebuttal Testimony of Thomas J. Bourassa (Cost of Capital - Phase I Determination of Rate
Base and Rates) ("Bourassa COC Rb.") at 2.

2 See Surrebuttal Testimony of Juan C. Manrique ("Manrique Sb.") at 2.
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82.8 percent equity.3 Based on Staff's recommended capital structure, Staff

determined the WACC for LPSCO to be 9.2 percent.4

RUCO now recommends a cost of equity of 9.0 percent.5 RUCO is

recommending a capital structure of 17.8 percent debt and 82.2 percent equity.6

RUCO's recommended cost of debt is 6.39 percent, based on the Company's

average cost of debt. Based on RUCO's recommended capital structure, RUCO

computed a WACC of 8.54 percent, which is RUCO's recommended rate of return

on FVRB. RUCO also did not consider firm-specific risks other than financial

risk.

7

Q- DID MR. RISGBY UPDATE HIS COST OF CAPITAL ANALYSIS AND

SCHEDULES?

No. Mr. Rigsby revised his cost of equity estimate upward from 8.01 percent to

9.0 percent based on recent information about the improving state of the economy,8

While the additional basis points are welcome, I find it difficult to respond to his

recommendation because I don't know what he based his new number on.

III.

Q-

RESPONSE TO STAFF'S COST OF CAPITAL ANALYSIS

A. Response to Staffs Criticisms of LPSCO's Cost of Capital Analysis

PLEASE RESPOND TO MR. MANRIQUE'S TESTIMONY THAT THE

IBBOTSON DATA INDICATING HIGHER BETAS FOR SMALLER

COMPANIES IS NOT UTILITY INDUSTRY SPECIFIC.
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3 Manrique Sb. at 2.

4 Manrique Sb. at 2.

5 See Surrebuttal Testimony of William A. Rigsby ("Rigsby Sb.) at 6.

6 Rigsby Sb. at 5.

7 Rigsby Sb. at 9.

s Rigsby Sb.at 6.
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A. Mr. Manrique asserts that because the Ibbotson data is market wide it is not useful

for determining utility industry specific risk premia.9 This is not true. In fact, the

Ibbotson data contains industry specific risk premier data used as a component to

the buildup method of estimating the cost of equity. The Ibbotson industry risk

premium in conjunction with the Ibbotson small company risk premium can be

used to estimate the premium over and above the Ibbotson market risk premium on

large stocks .

Let me explain. One of the methods for determining cost of equity is the

buildup method.10 In fact, according to Ibbotson, it is one of the most commonly

used and effective methods to estimate the cost of equity.1l Put simply, the buildup

method is an additive mode] in which the return on an asset is estimated as the sum

of a risk-free rate and one or more risk premier. The equation for the buildup

method is as follows:l2

Riskless Rate

+ Equity Risk Premium (large stocks)

+ Industry Risk Premium

+ Size Premium

= Cost of Equity Estimate

The Industry Risk Premium and the Size Premium data are published by Ibbotson

and can be combined to estimate the additional risk premium for small water utility

company stocks over large company stocks. For example, Ibbotson identities a
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9 Manrique Sb. at 3.

10 See Morningstar Ibbotson SBBI 2009 Valuation Yearbook ("Ibbotson") at 29.

11 Ibbotsonat 29.

12 Ibbotson at 33.

13 Industry risk premium can be found in Table 3-5 of Ibbotson. Small company risk premium for
Decile 10 can be found in Appendix C of lbbotson.
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market risk premium for the water supply industry as a negative 3.64 percent. The

Ibbotson small company risk premium for the Decile 10 stocks14 is 5.81 percent.

Based on this data, the additional indicated risk premium required over and above

large company stocks risk premium for small utilities, like LPSCO, is 217 basis

points (5.84 percent minus 3.64 percent).

Q- THE 217 BASIS POINT SMALL UTILITY RISK PREMIUM IS OVER

LARGE COMPANY STOCKS, BUT ARE THE PUBLICLY TRADED

WATER UTILITY COMPANIES IN THE SAMPLE USED IN YOUR COST

OF EQUITY ANALYSIS CONSIDERED LARGE COMPANY STOCKS BY

IBBOTSON?

No. My cost of equity analysis is based on a sample of publicly traded water

utilities of different market capitalizations (from Decile 10 for Middlesex Water

and Connecticut Water to Mid-cap for Aqua America). Recognizing this, a small

utility risk premium can be further refined to identify the additional risk premium

over and above the cost of equity for the sample water utilities. If we assume the

water industry risk premium is the same for all the sample water utilities as well as

LPSCO, then the additional risk premium is only related to the relative size of each

utility to LPSCO. This is exactly what I have done in my size premium study

presented in my rebuttal testimony.15 The study indicates a risk premium over and

above the returns of the publicly traded utility companies of 1.81 percent.

Q, THIS SIZE RISK PREMIUM IS NOT RELATED TO FINANCIAL RISK?

A. Correct. Measures on financial risk are contained within the beta estimate. The

1.81 percent risk premium is based upon a beta adjusted size premium.16 In other
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14 LPSCO would be considered in the smallest decile.

15 See Bourassa COC Rb. at Attachment 1.

16 Beta adjusted size premium.
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words, the additional risk premium for size is the risk premium not explained by

beta. Ibbotson devotes an entire chapter on firm size and retum.17

Q- THE 181 BASIS POINT INDICATED RISK PREMIUM FOR LPSCO

WOULD MORE THAN OFFSET STAFF'S 80 BASIS POINT FINANCIAL

RISK ADJUSTMENT. CORRECT?

Yes. And Staffs indicated cost of equity would be 11.11 percent (10.1 percent

minus 0.8 percent plus 1.81 percent). As I have suggested, Staff's financial risk is

overstated so Staff" s indicated cost of equity would be much higher.

Q- DOES THE "JANUARY EFFECT" DISPROVE THE NOTION THAT

THERE IS NO RISK PREMIUM ON SMALL COMPANY STOCKS OVER

LARGE COMPANY STOCKS?

A. No. Mr. Manrique presents this as an argument against any size premium.18

However, while Ibbotson acknowledges the "January effect" in discussing size

premier, Ibbotson states that "... simply demonstrating that the size premium is

largely produced by the January effect does nothing to refute the existence of such

a pt¢ mium_"19

Ibbotson specifically concludes:2°

Most criticisms of the use of a size premier do not address the
underlying reason for the existence of size premier. Small
capitalization stocks are still considered riskier investments
than large company stocks. Investors require an additional
reward, in the font of an additional return, to take on the
added risk of an investment in small~capitalization stock. It is
unlikely that future investors will require no compensation for
taking on this additional risk..
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Most criticisms presented to date...have not provided

17 Ibbotson Chapter 7 .-. Firm Size and Return.

18 Manrique Sb.at 3.

19 Ibbotson at 101.
20Ibbotson at 105.
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sufficient evidence to disprove the existence of a size premier.

Q- DOES THE ANNIE WONG STUDY CITED BY MR.  MANRIQUE

DISPROVE THE EXISTENCE OF A SIZE PREMIUM FOR SMALL

UTILITY STOCKS?

A. No. As Dr. Zepp concluded in his review of Ms. Wong's study, "[her] weak

evidence provides little support for a small firm effect existing or not existing in

either the industrial or utility sector."21 As I testified in my rebuttal testimony,

even the California PUC conducted a study that showed smaller water utilities are

more risky than larger ones."

Q. HAS STAFF PROVIDED ANY SUPPORT FOR USING BOOK DEBT AND

EQUITY?

A. No. Staff's discussion on the subject other than their financial risk adjustment is

sparse." Mr. Manrique does admit that the Hamada methodology was developed

using market values.24 However, his only explanation it that Staff believes that it is

prudent and reasonable. It is difficult to address this subject adequately at this

time without Staff providing authority from recognized financial experts

supporting the use of book values. I have been unable to find any authority for

using book value in the Hamada formula.
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21 Thomas M. Zepp, "Utility Stocks and the Size Effect -- Revisited", The Quarterly Review
Economics and Finance, Vol. 43, Issue 3, Autumn 2003, 578-582.

22 Bourassa COC Rb. at 6.

23 Manrique Sb. at 4.

24 Manrique Sb. at 4.

25 Enrique Sb. at 4.
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RESPONSE TO RUCO'S COST OF CAPITAL ANALYSIS

PLEASE RESPOND TO MR. RIGSBY'S TESTIMONY THAT THE USE OF

GEOMETRIC MEANS AND INCOME RETURNS IS APPROPRIATE

BECAUSE THIS INFORMATION IS AVAILABLE TO INVESTORS.
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A. Rather than focusing on what method is conceptually correct,26 Mr. Rigsby

contends that if an investor has information available, such information should be

used to determine the Company's cost of equity even if its use is improper.

Mr. Rigsby further asserts, for example, that Value Line calculates both historic

and prospective growth rates on a geometric or compound growth rate basis.27 But

the Value Line instructions do not explain how Value Line's projections of future

growth are actually determined, nor would an investor know what type of average

is being used. If the test is simply whether investors have information available,

and not whether its use is conceptually correct, then the Commission's prior

rejection of methods such as the risk premium method and the comparable earnings

method in past cases was improper. In that case, the Commission stated that the

risk premium methodology is based on a "comparable earnings" method that "has

long been discredited."29 Even if true, however, an investor may still rely on that

method and, under the logic of Mr. Rigsby, the Commission should have

considered it.

Moreover, there are types of information and methods that the Commission

should also consider if it were to accept the arguments of Mr. Rigsby. For

example, Value Line reports projected returns on equity (2012 through 2014) for

26 Bourassa COC Rb. at 18.

27 Rigsby Sb. at 16.
28 See Arizona Water Company Decision No. 68302 (November 14, 2005) at 37-38.
29Id. at 37.
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the water utility group and the gas utility group used by Mr. Rigsby in his cost of

capital analysis have prob ected returns of 11.8 percent and 11.2 percent,

respectively.

The projected Value Line returns are shown below.

RUCO Water Utility Sample Group

Stock
Symbol

Value Line Projected
Book Retu3131
on Equity

AWR

WTR

CWT

SWWC

Company

American States Water Co.

Aqua America

California Water Services Group

Southwest Water Company

Average

12.0

11.5

12.0

8.0

10.9

RUCO Gas Utility Sample Group

Stock
Svmbol

Value Line Projected
Book Retu§1
on Eq_u1tv

14.0

9.5

11.0

10.0

12.0

11.0

12.5

13.5

8.0

AGL

ATO

LG

NJR

GAS

NWN

PNY

SJI

SWX

Company

AGL Resources, Inc.

At nos Energy Corp.

Laclede Group, Inc.

New Jersey Resources Corp.

Nicor, Inc.

Northwest Natural Gas

Piedmont Natural Gas Company

South Jersey Industry

Southwest Gas Corp.
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30 Value Line Investment Survey October 23, 2009.
31Id.
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Stock
Symbol

WGL

Company

WGL Holdings, Inc.

Average

Value Line Projected
Book Retu31}1
on Equity

10.5

1 I .2

Value Line's forecasts are widely available and would be considered by

investors in evaluating an investment in those utilities. In fact, Mr. Rigsby

specifically selected the four water utilities for his proxy group for LPSCO because

Value Line provides long-term estimates of those utilities' return on common

equity." Therefore, if the principal criterion for deciding whether to consider a

particular equity cost estimate is its availability to investors, the Commission

should use Value Line's projected average return of 10.9 percent to estimate

LPSCO's cost of equity.

Moreover, there are other types of information and methods that the

Commission should also consider if it were to accept the arguments of Rigsby. For

example, Value Line reports projected returns on equity for the larger water

utilities in the Staff water utility sample group, American States Water, Aqua

America and California Water. For the period 2012 through 2014, Value Line

currently projects an average return on equity of 11.8 percent. Arguably,

Southwest Water is not comparable to LPSCO or even to the other water utilities in

Mr. Rigsby's sample group. It derives less than 50 percent of its revenues from

regulated utility services whereas the other three utilities on average derive nearly

89 percent of revenues from regulated activities.34 Value Line's forecasts are
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32 See Direct testimony of William A Rigsby ("Rigsby Dt.") at 21 .
3.3 Value Line Investment Survey October 23, 2009.

34 Based on information contained in AUS Utility Reports, December 2009.
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widely available and would be considered by investors in evaluating an investment

in those utilities. In fact, Mr. Rigsby specifically selected those four water utilities

for his proxy group for LPSCO because Value Line provides long-term estimates

of those utilities' return on common equity. Therefore, if the principal criterion for

deciding whether to consider a particular equity cost estimate is its availability to

investors, the Commission should use Value Line's projected average return of

11.8 percent to estimate LPSCO's cost of equity.

Similarly, the market-to-book ("M/B") ratios of the sample water utilities

are widely available to the investment community, along with the book values of

those utilities' stocks. Some authorities believe that it is improper to use a market-

based equity return derived by means of the DCF model with an original cost (i.e.,

net book value) rate base when a utility's stock is trading above book value.35

Instead, when an original cost rate base is used, the book value of the sample water

utilities' stocks should be used to calculate the dividend yield to ensure

methodological consistency.36 The average M/B ratio of the sample water utilities

used by Mr. Rigsby is over L837, i.e., the average market price of those utilities'

stocks is two times their book value. That means that the dividend yield

calculations made by the parties are understated by over 40 percent. Thus, instead

of being in 3.0 percent to 3.8 percent range for the sample water utility group, the

dividend yield should be 120 to 150 basis points higher, and the parties' DCF

model estimates should likewise be 120 to 150 basis points higher.
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35 See, e .g . ,  W in  W h i t take r ,  The Dis c oun ted  Cas h  F low  Me thodo logy :  I t s  Us e  in  Es t ima t ing  a
Ut i l i ty 's  Cos t  o f  Equ i ly , 12 Energy L.J. 265 (1991) .
36  Id .  a t  281 - 83  ( c i t i ng F a r m e r s  U n i o n  C e n t .  E a c h . ,  I n c .  v .  F E R C , 7 3 4  F .2 d  1 4 8 6  ( D .C .C i r .
1984) ) .
37 See RUCO Direct Schedule wAR-4, page 2 of 2.
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The bottom line is that investors may use data from investment sources such

as Value Line and Ibbotson incorrectly, as RUCO contends, or erroneously may

assume that Value Line's projected earnings and growth rates are based on

geometric averages. Investors undoubtedly use (and misuse)  a  var ie ty of

information in deciding whether to invest in securities. But that does not mean the

Commission should make the same mistakes in determining the cost of capital for

water utilities. For the reasons stated, there is no conceptual basis for using

geometric averages to estimate expected returns on equity. Therefore, the cost of

equity estimates of Mr. Rigsby should be rejected.

Q- DOES THAT CONCLUDE YOUR REJOINDER TESTIMONY?
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Yes.
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